Utah Counties Insurance Pool

AGENDA

BOARD OF TRUSTEES MEETING

Friday, April 18, 2008, 1:00 p.m.
Hilton Salt Lake City Center, Granite Boardroom

255 South West Temple, Salt Lake City, UT

12:00 Lunch at Trofi, Hilton Salt Lake City Center

1:00 Call to Order and Introduction of Guests Lynn Lemon
ITEM ACTION
1 Accept Board Resignation of Law Enforcement Committee Chair Lynn Lemon
2 Excuse Board Members Absent Lynn Lemon
3 Approval of February 14, 2008 Meeting Minutes Lynn Lemon
4 Presentation of Actuarial Reserve Analysis Lisa Dennison
5 Presentation of Independent Audit 2007 Geri Douglas
6 Audit Committee Report Steve Wall
7 Building Committee Report Steve White
8 Approve Amended Joint Policy Statements Johnnie Miller
9 Approve Resolution to Appoint Representative to County Reinsurance, Limited Lynn Lemon
10 Stg tDiDs?::[Jessa gﬂaﬁﬂirfogrg‘g)si?gngllecegmgetence, Physical/Mental Health of an Individual Lynn Lemon
11 Action on Personnel Matters Lynn Lemon
12 Stg tD%a(‘::[.lessa ?h% -Qgpl?jiri%rocr:lggggonMaeb?;i?r%minent Litigation Lynn Lemon
13 Action on Litigation Matters Kent Sundberg
1 Dieuse e P, Exthas ot . ceal Propery Lynn Lemor
15 Action on Real Property Matters Lynn Lemon
16 Ratification and Approval of Payments and Credit Card Transactions Steve Wall
INFORMATION
17 Review First Quarter Unaudited Financial Statements Sonya White
18 Review Recommendation of Benefits Committee Anne Ayrton
19  Loss Control Manager's Report Mark Brady
20 Chief Executive Officer's Report Johnnie Miller
2| Other Business Lynn Lemon






AFFIDAVIT OF LYNN LEMON

STATE OF UTAH )
18§

COUNTY OF SALT LAKE )

Lynn Lemon, being duly sworn upon oath, deposes and says:

1. That the affiant has personal knowledge of the matters hereinafter referred to in this Affidavit,
2 That the Affiant, on or about the ___ 18  day of __ April . 2008, presided over a meeting of the Utah

Counties Insurance Pool Board of Trustees, an open and public meeting within the provisions of Chapter 4, Title 52, Utah Code
Annotated, 1953, as amended.

3. That a quorum of the Utah Counties Insurance Pool Board of Trustees was present and at least two-thirds of
the members present, voted to close the meeting pursuant to the provisions of Section 52-4-4, Utah Code Annotated, 1953, as
amended, for the purpose of discussing the character, professional competence, or physical or mental health of an individual.

4. That the affiant was present throughout the meeting and, pursuant to the provisions of Section 52-4-7.5, the
affiant does hereby affirm that the sole purpose for closing the meeting was to discuss the character, professional compelence,
or physical or mental health of an individual or individuals.

FURTHER, Affiant saith not.

DATED this _ 18 day of April 2008.

LYNN LEMON, President
Utah Counties Insurance Pool

On the ZE y dayof -:lgllz(‘ ) ! 2008, personally appeared before me Lynn Lemon, who., after being by me

duly sworn, deposed and said that the information contained in the above and foregoing Affidavit is true and correct.

%@m&% 7

/)
NOTARY PUBLIC

Residing at: W)/)M/ﬂ/ £, UT
My Commission Expires: _.\D_(Pﬁ\ \C;‘\IQC\D

NOTARY PUBLIC
SONYA WHITE

8900 S. 500 E. Ste. 230

- Midvale, UT 84047

" My Commission Expires Apnl 18, 2010
State of Utah







Utah Counties Insurance Pool

Supporting Your Goals Since 1992

BOARD OF TRUSTEES MEETING
MINUTES

April 18, 2008, 12:00 p.m.
Hilton Hotel, Salt Lake City, UT

BOARD MEMBERS PRESENT Lynn Lemon, President, Cache County Executive
Kay Blackwell, Vice President, Piute County Commissioner
Steve Wall, Secretary-Treasurer, Sevier County Clerk-Auditor
Bruce Adams, San Juan County Commissioner
Ken Bischoff, Weber County Commissioner
Brad Dee, Weber County Human Resources Director
Jim Eardley, Washington County Commissioner
Jerry Hess, Davis County Deputy Attorney
Karla Johnson, Kane County Clerk-Auditor
Wayne Smith, Iron County Commissioner
Kent Sundberg, Utah County Deputy Attorney
Steve White, Utah County Commissioner

OTHERS PRESENT Johnnie Miller, Chief Executive Officer
Sonya White, Manager of Administration
Anne Ayrton, Benefits Specialist
Lisa Dennison, By the Numbers Actuarial Consultants
Geri Douglas, Larson & Company, PC
Diane Nesbit, Larson & Company, PC

Call to Order

Following lunch, Lynn Lemon called this meeting of the Utah Counties Insurance Pool Board of
Trustees to order at 1:00 p.m. on April 18, 2008, introduced guests and welcomed attendees.

Accept Board Resignation of Law Enforcement Committee Chair

Lynn Lemon reported that Sheriff Jim Nyland, Grand County, has emailed his resignation from the UCIP
Board of Trustees effective April 9, 2008. The reason for Sheriff Nyland's resignation is that other
commitments will interfere with his attendance at future Board meetings. Steve Wall made a motion
to accept the resignation of Jim Nyland from the Board of Trustees as the Chair of the Law
Enforcement Committee. Wayne Smith seconded the motion, which passed unanimously. Kay
Blackwell made a motion to appoint LaMar Guymon, Emery County Sheriff, as the Chair of the Law
Enforcement Committee and UCIP Board Member. In the event LaMar Guymon is unable to serve, Kay
moved to appoint Cameron Noel, Beaver County Sheriff, as the Chair of the Law Enforcement
Committee and UCIP Board Member. Brad Dee made a substitute motion to invite LaMar Guymon,
Cameron Noel and Jeff Merrell, Uintah County Sheriff, to the next Board Meeting to be interviewed.
The Board will appoint the new Chair of the Law Enforcement Committee following the interviews. Jim
Eardley seconded the mation, which passed unanimously. The Board directed Mark Brady to contact
LaMar Guymon, Cameron Noel and Jeff Merrell to explain the duties of the Board, discuss their
willingness to serve and invite them to the next Board Meeting.

The agenda item was again brought up later in the meeting. Brad Dee made a motion directing Mark
Brady to contact LaMar Guymon, Cameron Noel and Jeff Merrell to find out their interest in serving on
the Board of Trustees and their commitment to attending the meetings. The candidates will be
interviewed at the Board Retreat in June. Kent Sundberg made a substitute motion to interview the
candidates via telephonic conference. The motion failed. Kay Blackwell seconded Brad Dee’s motion,
which passed. Kent Sundberg voted against the motion.

PO Box 760, Midvale, UT 84047 ® Toll Free (800)339-4070 ® Phone (801)565-8500
Fax (801)568-0495 # www.ucip.utah.gov



Review of Board Members Absent

All Board Members were present at this meeting.

Approval of February 14, 2008 Meeting Minutes

The minutes of the Board of Trustees meeting held February 14, 2008 were previously sent to the
Board of Trustees for review. Steve Wall requested that the minutes be corrected on page one, UBS
Financial Services Report, fourth sentence should read: At this time, short-term investing has
increased in value. Page four, Chief Executive Officers Report, paragraph six, should read: Lynn
Lemon signed a Resolution to Appoint Johnnie Miller as UCIP's Representative to County Reinsurance
Limited. Steve Wall made a motion to approve the February 14, 2008 meeting minutes as corrected.
Karla Johnson seconded the motion, which passed unanimously.

Presentation of Actuarial Reserve Analysis

Lisa Dennison, By The Numbers Actuarial Consultants, reviewed the 2007 Workers' Compensation
Actuarial Reserve Analysis with the Board (see attachment number one). Lisa explained that since the
Pool has four-years of loss experience the actuaries were able to use more of the Pool's experience
instead of solely using industry experience. Page five charts the Incurred But Not Reported (IBNR)
estimate calculated by the actuaries. IBNR estimates for the year 2004 were too high. Page six
charts the known losses with page four and 37 comparing prior actuarial reports. Only a 1.4% change
to the specific retention was experienced. Page 13 shows a decrease in the historical and expected
development of incurred losses for year 2006 but the actuaries expect losses to develop 16% after 72
months of development. In comparison, the historical and expected development of paid losses, page
17, is expected to develop 37% after 72 months. The methods used to cover claims for the average
fouryear estimates are shown on page 29, The Workers' Compensation Pool needs $3,000,000
reserved to pay claims prior to 2006. Table 10 shows the estimated funds available for claims, all
years, is $4,041,341. Johnnie Miller recommended that the Pool conduct a payroll audit each year to
accurately collect required premiums from its members; the Board agreed.

Lisa reviewed the 2007 Multiline Actuarial Reserve Analysis with the Board (see attachment number
two). As shown on page four, Lisa explained that the incurred losses to the prior actuarial report are
$1.29 million less than estimated. This is a favorable development. Page 13 charts the historical and
expected development of incurred losses and table 33 on page 55 shows the historical profitability at
$756,829 increase in surplus due to favorable prior year loss development.

Ken Bischoff made a motion to approve the 2007 Workers' Compensation and Multiline Actuarial
Reserve Analysis Reports as presented. Bruce Adams seconded the motion, which passed unanimously.

Presentation of Independent Audit 2007

Geri Douglas and Diane Nesbit of Larson & Company reviewed the draft 2007 Financial Statements
and Independent Auditors’ Report, which is an unqualified opinion on the financials, with the Board
(see attachment number three). Pages 4-9 consist of Management's Discussion and Analysis
prepared by Johnnie Miller. The Statement of Net Assets, page 10, shows an increase in cash due to
more monies held in the Public Treasurers’ Investment Fund (page 17 notes provides a breakdown of
cash and investments). Receivables show higher due to premiums billed for the Employee Benefits
Pool, reserves for losses increased $500,000 (IBNR estimates provided by the actuary) and capital
assets have increased due to the land purchase. The auto restricted amount has been moved to
unrestricted since a car allowance is now used for employees. Net assets have increased $286,035
from the prior year. On the Statement of Cash Flows the Pool used a negative $440,091 for operating
activities wherein $562,667 was used in 2006. A breakdown by line of business is shown on pages
26 and 27. Page 29 states no instances of noncompliance were found during the audit process.
Recommendations to certain matters found during the course of the audit are listed in the
Management Letter. These recommendations to strengthen internal controls include: 1) clarity to the
sick and vacation policy; 2) non-accountable plan for the employee auto allowance; 3) timely deposit
of cash receipts; 4) signatures required on workers' compensation disbursement checks; 5)
supporting documentation for cash disbursements; 6) state legal compliance on hudgeted
expenditures; and 7) development of a disaster recovery plan.

Brad Dee made a motion to apprbve the 2007 Audit as presented. Kay Blackwell seconded the
motion, which passed unanimously.



Audit Committee Report

Steve Wall reported that the Audit Committee met with Geri Douglas and Martha Hayes prior to the audit
and met with Geri and Diane Nesbit to review the draft audit that was presented to the Board. The Pool's
budget is currently on a cash basis, which the auditors report as a deficiency. The Audit Committee will
work with staff to review year-end accrual entries and accrual line of business budgeting.

Building Committee Report

Steve White reported that the Building Committee met to discuss issues regarding the new UCIP
Building. Only one bid for architectural services was received. The State of Utah is widening 700 East
and will be taking UCIP owned property; how much has yet to be determined. The lease is due in
February 2009 at the current location UCIP staff is housed. Larger space, in the same building, has
Just recently become available at a lower rate. The Building Committee recommends waiting to start
construction until the road construction is complete. Steve White made a motion autherizing Johnnie
Miller to reject the received bid for architectural services and research why only one response was
received and authorize Johnnie to negotiate and provide leasing options to the Board at its next
meeting. Karla Johnson seconded the motion, which passed unanimously.

Approve Amended Joint Policy Statements

Johnnie Miller explained that recommended changes to the Joint Policy Statements will be discussed
at the Board Retreat in June. Expenses need to be paid to members traveling to the AGRIP Conference
in Arizona, the Joint Policy Board Travel Expenses is not clear as to reimbursement if a member
chooses a more expensive means of travel. The Board agreed that the Policy should be that
reimbursement is made based on the least expensive method of travel.

Approve Resolution to Appoint Representative to County Reinsurance Limited

Karla Johnson made a motion to approve a Resolution to Appoint Johnnie Miller as UCIP's
Representative to County Reinsurance Limited as signed at the February 14, 2008 Board meeting.
Ken Bischoff seconded the motion, which passed unanimously.

Set Date and Time for Closed Meeting

Karla Johnson made a motion to set the date and time for a closed meeting to discuss character,
professional competence, and/or physical/mental health of an individual for April 18, 2008 at 3:25
p.m. Kent Sundberg seconded the motion, which passed unanimously. Board Members present
during the closed meeting were: Lynn Lemon, Kay Blackwell, Steve Wall, Bruce Adams, Ken Bischoff,
Brad Dee, Jim Eardley, Jerry Hess, Karla Johnson, Wayne Smith, Kent Sundberg and Steve White.

The regular meeting resumed at 3:49 p.m. on April 18, 2008.

Set Date and Time for Closed Meeting

Karla Johnson made a motion to set the date and time for a closed meeting to discuss pending or
reasonably imminent litigation for April 18, 2008 at 3:50 p.m. Jerry Hess seconded the motion, which
passed unanimously. Board Members present at the closed meeting were: Lynn Lemon, Kay Blackwell,
Steve Wall, Bruce Adams, Ken Bischoff, Brad Dee, Jim Eardley, Jerry Hess, Karla Johnson, Wayne Smith,
Kent Sundberg and Steve White. Others present were: Johnnie Miller, Sonya White and Anne Ayrton.

Regular meeting resumed at 4:00 p.m. on April 18, 2008.

Action on Litigation Matters

Kent Sundberg made a motion approving authority up to an amount of $120,000 during mediation in
the matter of BOXO0O00432006. Steve Wall seconded the motion, which passed unanimously.

Ratification and Approval of Payments and Credit Card Transactions

Steve Wall reviewed the payments made, payments to be made (see attachment number four) and
credit card transactions with the Board. Steve Wall made a motion to approve the payments made,
payments to be made and credit card transactions, noting that a couple of issues will be reviewed with
staff. Wayne Smith seconded the motion, which passed unanimously.



Review First Quarter Unaudited Financial Statements

Sonya White reviewed the in-house prepared, unaudited account balances arising from cash and
accrual transactions as of March 31, 2008 (see attachment number five). A financial summary sheet
was not compiled for the Board because the final audit and actuarial reports had not yet been
approved. As discussed in the audit presentation and as shown on the Balance Sheet, cash has
increased (unrestricted investments have decreased) from last year due to more monies held at the
Public Treasurers’ Investment Fund, which currently has higher rates than bonds being placed by UBS
Financial Services. IBNR and Loss Reserves for 2008 have increased from the prior year as
determined by the recent actuarial analysis. With the year 25% complete, budget to actual
comparisons for each line of business and the administration expenses are in line for the first quarter
2008. Staff will revisit and request an account analysis from Wells Fargo.

Review Recommendation of Benefits Committee

Anne Ayrton reported that the Benefits Committee has been meeting with the Public Employees
Benefits Program (PEHP) to move UCIP members out of the Local Governments Risk Pool (LGRP) into
UCIP's own pool. Johnnie Miller explained that pursuant to the contract between UCIP and PEHP a
separate UCIP member pool, one developing surplus, should have been created effect January 1,
2006. PEHP did not follow through with its contract obligations, which has cost UCIP approximately
$1.5 million in developed surplus pursuant to the PEHP actuarial analysis. PEHP Management is
stating that surplus has already been reported to members of the LGRP and must be retained by the
LGRP. PEHP is ready to start UCIP's pool effective January 1, 2009. Johnnie has outlined his
recommendations in his CEO report (see attachment number six). The Benefits Pool Planning Board
Committee (Brad Dee, Lynn Lemon and Kent Sundberg) and Johnnie will meet with PEHP
Management to discuss the breach of contract and how to proceed with UCIP's separate, surplus
earning pool.

Chief Executive Officer's Report

Due to time constraints, Johnnie Miller provided the Board with his written report (see attachment
number six) and requested that the Board review and contact him with any gquestions.
Other Business

Kay Blackwell requested that the Board discuss meeting schedule options. Jerry Hess requested that
all information be emailed to the Board in advance.

Brad Dee explained that the Weber County Information Technology Department has developed an
exceptional email policy that he would like to introduce to the UCIP members. Johnnie Miller
recommended that Brad meet with the IT Committee that Mark Brady has coordinated.

The next meeting of the Board of Trustees is scheduled for June 6, 2008, 12:00 p.m. in Eden.

Approved on this _@ d/ay o / /ﬁ,l/ﬂﬁ 2008
NV

S“—sfeve-Wall, UCIP Secretary-Treasurer
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Johnnie Miller

From: JAMES D NYLAND [jdnyland@grand.state.ut.us]
Sent: Wednesday, April 09, 2008 9:11 AM

To: johnnie miller

Subject: resignation

Attachments: _AVG certification_.txt

Good Morning CEO Miller

This document is to inform you that of this date | will be resigning from the UTAH COUNTIES INSURANCE
BOARD.

It has been a pleasure and very informative to be a member of the Board.
| have other commitments that will interfer

e with my attendance of the board meetings.
The staff of UCIP Has been very helpful and great to work with.

| will notify the President of the Utah Sheriff's Association of the resignation.
Thank You again of the opportunity.

Jim

James D. Nyland Sr.
Sheriff

4/9/2008
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UTAH COUNTIES
INSURANCE POOL -

WORKERS COMPENSATION

ACTUARIAL REPORT

Estimated Required Reserves
as of 12/31/07

 Consulting, Inc.



Draft Issued 3-5-08

COMPARISON OF ESTIMATED ULTIMATE
INCURRED LOSSES TO PRIOR ACTUARIAL REPORT
(Limited to Specific Retention)

Current 3/29/07

Report Report
Palicy (Section A (Section A Percent
Period of Table 7) of Table 7) Change Change
1/1-12/31/04 $ 837,942 $ 834,202 $ 3,741 0.4%
1/1-12/31/05 1,617,005 1,572,974 44,031 2.8%
1/1-12/31/06 1,789,845 1,800,000 ( 110.155) ( 5.8%)
Total $4,244,792 $4,307,175 ($ 62,384) ( 1.4%)

4

By The Numbers_ 1
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Figure 1

Dratt Issued 3-5-08

UTAH COUNTIES INSURANCE POOL - WORKERS COMPENSATION

ESTIMATED RETAINED LOSSES AS OF 12/31/07

B Paid Losses BCase Reserves [CIEstimated IBNR

$ Thousands

2,500
2,000
1,862
1,790
1.617
1,500
1,000
838
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0
1/1-12/31/04 1/1-12/31/05 1/1-12/31/06 1/1-12/31/07
Estimated IBNR 182 280 381 749
Case Reserves 48 311 453 617
Paid Losses 608 1,026 956 497
Policy Period
5

. ByThe Numbers & 1

Consultl'ng, Inc.




Draft Issued 3-5-08

Figure 2

UTAH COUNTIES INSURANCE POOL - WORKERS COMPENSATION

COMPARISON OF ESTIMATED ULTIMATE INCURRED LOSSES TO PRIOR REPORT
(Limited to Specific Retention)

Bl Current Paid ECurrent Case ECurrent IBNR
E Prior Paid EPrior Case CPrior IBNR

$ Thousands
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, By The Numbers_ ‘1

~ Consultfng, Inc.



A. INCURRED LOSSES

Table 1

UTAH COUNTIES INSURANCE POOL

WORKERS COMPENSATION

INCURRED LOSS DEVELOPMENT FACTORS
(Unlimited Losses Including ALAE)

Age of Policy Period

Draft Issued 3-5-08

Policy 12 24 36 48 60 72
Period Months Months Months Months Months Maonths
1/1-12/31/04 $ 417,675 $ 597,154 $ 620,266 $ 656,208
1/1-12/31/05 1,377,463 1,599,893 1,672,252
1/1-12/31/06 1,995,872 1,774,049
1/1-12/31/07 1,113,815
B. AGE-TO-AGE FACTORS
Policy 12 to 24 24 to 36 36 to 48 48 10 60 60 to 72 72 to
Period Months Manths Months Maonths Months Ultimate
1/1-12/31/04 1.430 1.039 1.058
1/1-12/31/05 1.161 1.045
1/1-12/31/06 0.889
Average 1.160 1.042 1.058
Witd Avg 1.048 1.043 1.058
UT NCCI 1.289 1.056 1.045 1.021 1.020 1.183
Prior 1.250 1.050 1.038 1.014 1.011 1.155
Selected 1.200 1.050 1.050 1.015 1.010 1.160
C. INCURRED LOSS DEVELOPMENT FACTORS
12 to 24 to 36 to 48 to 60 to 72 to
Ultimate Ultimate Ultimate Ultimate Ultimate Ultimate
1.576 1.313 1.250 1.190 1.172 1.160
11

By The Numbers
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Draft Issued 3-5-08

Figure 3

UTAH COUNTIES INSURANCE POOL - WORKERS COMPENSATION

HISTORICAL AND EXPECTED DEVELOPMENT OF INCURRED LOSSES
(Unlimited Losses Including ALAE)

$ Thousands
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1/1-12/31/07
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* Expected development of 16.0% after 72 months.

By The Numbers_ Y
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Draft Issued 3-5-08

Figure 4

UTAH COUNTIES INSURANCE POOL - WORKERS COMPENSATION

HISTORICAL AND EXPECTED DEVELOPMENT OF PAID LOSSES
(Unlimited Losses Including ALAE)
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* Expected development of 37.0% after 72 months.
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A, SELECTED ESTIMATED ULTIMATE INCURRED LOSSES

ESTIMATED REQUIRED RESERVES AS OF 12/31/07

Table 7

UTAH COUNTIES INSURANCE POOL

WORKERS COMPENSATION

(Liimited to Specific Retention)

Draft Issued 3-5-08

Selected
Estimated
Incurred Incurred Paid Ultimate
Policy Loss Paid Loss Bornhuetter-  Bornhuetter- Incurred
Period Development  Development Ferguson Ferguson Losses
1/1-12/31/04 $ 780,888 $ 901,671 $ 789,680 $ 879,530 § 837,942 *
1/1-12/31/05 1,595,999 1,618,960 1,651,394 1,601,665 1,617,005 *
1/1-12/31/06 1,755,467 1,734,474 1,860,705 1,808,733 1,789,845 *
1/1-12/31/07 1,755,372 1,757,788 1,898,565 2,038,241 1,862,492 *
Total $5,887,726 $6,012,894 $6,200,344 $6,328,169 $6,107,283
B. ESTIMATED REQUIRED RESERVES AS OF 12/31/07
Selected
Estimated Estimated
Ultimate Incurred Paid Case Estimated Required
Policy Incurred Losses as Losses as Reserves as IBNR as Reserves as
Period Losses of 12/31/07 of 12/31/07 of 12/31/07 of 12/31/07 of 12/31/07
1/1-12/31/04 $ 837,942 $ 656,208 $ 608,415 $ 47,793 $ 181,734 $ 229,527
1/1-12/31/05 1,617,005 1,336,799 1,025,957 310,842 280,206 591,048
1/1-12/31/06 1,789,845 1,408,505 955,633 452,872 381,340 834,212
1/1-12/31/07 1,862,492 1,113,815 496,691 617,124 748,677 1,365,801
Total $6,107,283 $4,5615,327 $3,086,696 $1,428,631 $1,591,956 $3,020,587
* Selected the average unless otherwise noted.
22
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Draft Issued 3-5-08

Figure 5

UTAH COUNTIES INSURANCE POOL - WORKERS COMPENSATION

SELECTED ESTIMATED ULTIMATE INCURRED LOSSES
(Limited to Specific Retention)

@@ Incurred Development EPaid Development Clincurred B/F

EPaid B/F —Selected
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1/1-12/31/04 1/1-12/31/05 1/1-12/31/06 1/1-12/31/07
Incurred Development 781 1,596 1,755 1,755
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Incurred B/F 790 1,651 1,861 1,899
Paid B/F 880 1,602 1,809 2,038

Policy Period
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A. ESTIMATED NET INCOME

Table 10

UTAH COUNTIES INSURANCE POOL

WORKERS COMPENSATION

HISTORICAL PROFITABILITY ANALYSIS

Draft Issued 3-5-08

Estimated
Funds Ultimate Estimated
Policy Operating Available Incurred Undenwriting Other Estimated
Period Premium® Expenses” for Claims Losses Income Income” Net Income
1/1-12/31/04 $ 906,667 $ 669,784 $ 236,883 $§ 837,942 ($ 601,059) $ 37,256 (§ 563,803)
1/1-12/31/05 1,651,414 700,214 * 951,200 1,617,005 ( 665,805) 85,068 ( 580,737)
1/1-12/31/06 2,080,801 899,459 * 1,181,342 1,789,845 ( 608,503) 74,841 ( 533,662)
1/1-12/31/07 2,373,338 701,422 1,671,916 1,862,492 ( 190,576) 80,000 # ( 110,576)
Total $7,012,220 $2,970,879 $4,041,341 $6,107,283 ($2,065,942) $ 277,165 ($1,788,777)
B. ESTIMATED NET INCOME PER $100 PAYROLL
Estimated
Funds Ultimate Estimated
Palicy Available Incurred Underwriting Payroll
Period Premium Expenses for Claims Losses Income (100)
1/1-12/31/04 $1.00 $0.74 $0.26 $0.92 (50.66) $ 906,667
1/1-12/31/05 1.06 0.45 0.61 1.03 ( 0.42) 1,564,634
1/1-12/31/06 1.156 0.50 0.65 0.29 ( 0.34) 1,811,078
1/1-12/31/07 1.19 0.35 0.84 0.94 ( 0.10) 1,987,729
C. LOSS RATIOS
Combined
Permissible Ratio
Incurred Estimated Loss Ratio [(Ultimate
Paid Loss Loss Ratio Ultimate (Funds Losses +
Policy Ratio as as of Incurred Available/ Expenses)/
Period of 12/31/07 12/31/07 Loss Ratio Premium) Premium]
1/1-12/31/04 0.671 0.724 0.924 0.261 1.663
1/1-12/31/05 0.621 0.809 0.979 0.576 1.403
1/1-12/31/06 0.459 0.677 0.860 0.568 1.292
1/1-12131/107 0.209 0.469 0.785 0.704 1.080
0.871 0.576 1.295

A Based on the audited financial statements for 1/1-12/31/04 through 1/1-12/31/06 and preliminary estimates for 1/1-12/31/07.
*  Split administrative expenses 19% worker compensation and 81% multi-line at UCIP's request.
# Estimated by BYNAC.

By The Numbers_ o)
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Lo

A. ESTIMATED ULTIMATE INCURRED LOSSES
Policy Based on Data Valued as of
Period 12/31/04 12/31/05 12/31/06 12/31/07
1/1-12/31/04 $ 827,991 $ 857,395 $ 834,202 $ 837,942
1/1-12/31/05 1,510,110 1,572,974 1,617,005
1/1-12/31/06 1,800,000 1,789,845
1/1-12/31/07 1,862,492
Total $ 827,991 $ 2,367,505 $ 4,307,175 $ 6,107,283
B. CHANGES FROM PRIOR REPORTS
Change from
Policy 12/31/04 to 12/31/05 to 12/31/06 to 12/31/04 to
Period 12/31/05 12/31/06 12/31/07 12/31/07
1/1-12/31/04 $ 29,404 ($ 23,194) $ 3,741 $ 9,951
1/1-12/31/05 62,864 44,031 106,895
1/1-12/31/06 ( 110,155) { 110,155)
Total 5 29,404 5 39,670 ($ 62,384) 5 6,691
37
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Appendix C

UTAH COUNTIES INSURANCE POOL

WORKERS COMPENSATION

COMPARISON TO PRIOR ACTUARIAL REPORTS

(Limited to Specific Retention)

Consulting, Inc.






Draft Issued 3-31-08

UTAH COUNTIES
INSURANCE POOL
(UCIP)

Property and Liability Program

ACTUARIAL REPORT

Estimated Required Reserves
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Draft Issued 3-31-08

COMPARISON OF ESTIMATED ULTIMATE
INCURRED LOSSES TO PRIOR ACTUARIAL REPORT
ALL COVERAGES
(Limited to Specific and Aggregate Retentions)

(Net of Recoveries)

Current 3/28/07
Report Report

Policy (Table 30 (Table 28 Percent

Period Section B) Section B) Change Change
11-12/31/92 $ 850,000 @ $ 850,000 @ $ 0 0.0%
11-12/31/93 1,100,000 @ 1,100,000 @ 0 0.0%
1M1-12/31/94 1,350,000 @ 1,350,000 @ 0 0.0%
1M1-12/31/95 903,375 899,877 3,498 0.4%
1/1-12/31/96 899,711 899,711 0 0.0%
1/1-12/31/97 1,120,435 1,170,624 ( 50,189) ( 4.3%)
1/1-12/31/98 1,396,217 1,396,217 0 0.0%
1/1-12/31/99 1,528,678 1,530,000 @ ( 1,322) ( 0.1%)
1/1-12/31/00 1,015,213 1,084,292 ( 69,079) ( 6.4%)
1/1-12/31/01 1,715,000 @ 1,715,000 @ 0 0.0%
1/1-12/31/02 1,850,000 @ 1,850,000 @ 0 0.0%
1/1-12/31/03 2,617,388 2,623,938 ( 6,550) ( 0.2%)
1/1-12/31/04 1,969,992 2,468,574 ( 498,582) (20.2%)
1/1-12/31/05 2,608,806 2,875,348 ( 266,542) ( 9.3%)
1/1-12/31/06 1,943,139 2,344,624 ( 401,485) (17.1%)

Total $22,867,954 $24,158,205 ($1,290,251) ( 5.3%)

@ Limited to the aggregate retention.

By The Numbers_ ". 4
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Figure 1

UTAH COUNTIES INSURANCE POOL
ALL COVERAGES

ESTIMATED RETAINED LOSSES AS OF 12/31/07
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Figure 2
UTAH COUNTIES INSURANCE POOL
ALL COVERAGES

COMPARISON OF ESTIMATED ULTIMATE INCURRED LOSSES TO PRIOR REPORT
(Limited to Specific and Aggregate Retentions)
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Figure 3
UTAH COUNTIES INSURANCE POOL
GENERAL LIABILITY

HISTORICAL AND EXPECTED DEVELOPMENT OF INCURRED LOSSES
(Unlimited Losses Including ALAE Gross of Recoveries)

$ Millions

1/1-12/31/03

B 1/1-12/31/07

1/1-12/31/05
1/1-12/31/02

1/1-12/31/04

1/1-12/31/01

1/1-12/31/00

1/1-12/31/06

24 36 48 60 72 84 96 108 120 132
Age of Policy Period in Months

12

13

. By The Numbers_

idl ,lfﬁj
Consulting, Inc.



Draft Issued 3-31-08

Figure 4
UTAH COUNTIES INSURANCE POOL
GENERAL LIABILITY

HISTORICAL AND EXPECTED DEVELOPMENT OF PAID LOSSES
(Unlimited Losses Including ALAE Gross of Recoveries)
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Figure 5
UTAH COUNTIES INSURANCE POOL
GENERAL LIABILITY

SELECTED ESTIMATED ULTIMATE INCURRED LOSSES
(Limited to Specific Retention)
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Table 33

UTAH COUNTIES INSURANCE POOL

ALL COVERAGES

HISTORICAL PROFITABILITY ANALYSIS

A. ESTIMATED UNDERWRITING INCOME

Draft Issued 3-31-08

Estimated
Funds Ultimate Estimated
Policy Operating Available Incurred Underwriting
Period Premium* Expenses* for Claims Losses Income
1M1-12/31/01 $ 3,222,871 $ 1,489,185 $ 1,733,686 $ 1,715,000 5 18,686
11-12/31/02 3,505,736 1,644,953 1,860,783 1,850,000 10,783
1/1-12/31/03 3,930,854 2,042,668 1,888,186 2,617,388 ( 729,202)
1/1-12/31/04 4,194,644 2,048,851 2,145,793 1,969,992 175,801
1/1-12/31/05 4,217,591 2,045,137 # 2,172,454 2,608,806 ( 436,352)
1/1-12/31/06 4,195,406 2,293,527 # 1,901,879 1,943,139 { 41,260)
1/1-12/31/07 4,490,315 2,621,189 # 1,869,126 2,810,308 ( 941,182)
Total $27,757,417 $14,185,510 $13,571,907 $15,514,633 ($1,942,726)
B. ESTIMATED FUND BALANCE
Estimated Interest
Policy Underwriting & Other Estimated
Period Income Income* Net Income
1/1-12/31/01 $ 18,686 $ 434,407 $ 453,093
1/1-12/31/02 10,783 237,750 248,533
1/1-12/31/03 ( 729,202) 223,149 ( 506,053)
1/1-12131/04 175,801 230,501 406,302
1/1-12/31/05 ( 436,352) 400,393 ( 35,959)
1/1-12/31/06 ( 41,260) 618,976 577,716
1/1-12/31/07 ( 941,182) 544,379 ( 396,803)
Total ($1,942,726) 52,689,555 $ 746,829
C. LOSS RATIOS
Permissible Combined
Paid Incurred Estimated Loss Ratio Ratio
Loss Loss Ultimate (Funds [(Losses+
Policy Ratio as Ratio as Incurred Available/ Expenses)/
Period of 12/31/07 of 12/31/07 Loss Ratio Premium) Premium]
11-12/31/01 0.532 0.532 0.532 0.538 0.994
11-12/31/02 0477 0.528 0.528 0.531 0.997
11-12/31/03 0.552 0.619 0.666 0.480 1.186
1/1-12/31/04 0.373 0.440 0.470 0.512 0.958
1/1-12/31/05 0.364 0.498 0.619 0.515 1.103
1/1-12/31/06 0.308 0.350 0.463 0.453 1.010
11-12/31/07 0.188 0.359 0.626 0.416 1.210
Total 0.559 0.489 1.070

*

From the audited financial statements for prior to 1/1/07 and based on the 12/31/07 preliminary
financial statements for 2007.

# Split administrative expenses 19% worker compensation and 81% multi-line at UCIP's request.

By The Numbers_ ¢ 1‘
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Figure 6

UTAH COUNTIES INSURANCE POOL

ALL COVERAGES

HISTORICAL PROFITABILITY ANALYSIS
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Appendix D
UTAH COUNTIES INSURANCE POOL
ALL COVERAGES

COMPARISON OF ESTIMATED ULTIMATE INCURRED LOSSES TO PRIOR REPORTS
(Limited to Specific and Aggregate Retentions)

A ESTIMATED ULTIMATE INCURRED LOSSES

Policy Report Based on Losses Valued as of

Period 12/31/03 12/31/04 12/31/05 12131/06 12/31/07
1/1-12/31/192 $ 850,000 $ 850,000 $ 850,000 $ 850,000 $ 850,000
1/1-12/31/93 1,100,000 1,100,000 1,100,000 1,100,000 1,100,000
1/1-12/31/94 1,350,000 1,350,000 1,350,000 1,350,000 1,350,000
111-12/31/95 802,604 864,371 884,650 899,877 903,375
1/1-12/31/96 877,650 899,711 899,711 899,711 899,711
1/1-12/31/87 1,099,100 1,151,060 1,165,624 1,170,624 1,120,435
1/1-12/31/98 1,308,532 1,399,377 1,415,764 1,396,217 1,396,217
1/1-12/31/99 1,470,950 1,530,000 1,530,000 1,530,000 1,528,678
1/1-12/31/00 971,608 1,119,812 1,079,505 1,084,292 1,015,213
1/1-12/31/01 1,715,000 1,715,000 1,715,000 1,715,000 1,715,000
1/1-12/31/02 1,574,314 1,775,466 1,850,000 1,850,000 1,850,000
111-12/31/03 2,304,357 2,178,111 2,618,332 2,623,938 2,617,388
1/1-12{31/04 2,644,689 2,666,913 2,468 574 1,969,992
1/1-12/31/05 2,824,402 2,875,348 2,608,806
1/1-12/31/086 2,344,624 1,943,139
11112131107 2,810,308

Total $ 15,424,115 $ 18,577,597 $ 21,949,901 5 24,158,205 $ 25,678,262

B. COMPARISON TO PRIOR REPORTS

Change from

Policy 12/31/03 to 12/31/04 to 12/31/05 to 12/31/06 to 12/31/03 to
Period 12131/06 12/31/05 12131/06 12131407 12/31/07
1/1-12/31/91 0 0 0 0 0
1/1-12131/92 0 0 0 ] 0
1/1-12/31/93 0 0 0 0 0
1/1-12131/94 61,767 20,279 15,227 3,498 100,771
1/1-12131/95 22,061 0 0 0 22,061
1/1-12131/96 51,960 14,564 5,000 ( 50,189) 21,335
1/1-12131/97 90,845 16,387 ( 19,547) 0 87,685
1/1-12/31/98 59,050 0 0 ( 1,322) 57,728
1/1-12/31/99 148,204 (40,307 4,787 (  69,079) 43,605
111-12/31/00 0 i} 0 0 0
1/1-12/31/01 201,152 74,534 0 0 275,686
1/1-12131/02 ( 126,248) 440,221 5,606 ( 6,550) 313,031
111-12/31/03 22,224 ( 198,339) ( 498582) ( 674,697)
1/1-12/31/04 50,946 ( 266,542) ( 215,596)
111-12/31/05 ( 401,485) ( 401,485)
111-12/31/06 0

Total 508,793 547,902 (136,320 ( 1,290,251) ( 369,876)

By The Numbers_ = 1 81
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INDEPENDENT AUDITORS’ REPORT

The Board of Trustees
Utah Counties Insurance Pool

We have audited the accompanying basic financial statements of Utah Counties Insurance Pool as of December 31,
2007 and 2006, and for the years then ended, listed in the foregoing table of contents. These basic financial statements
are the responsibility of the Pool's management. Our responsibility is to xpress an oprmon on these basic financial
statements based on our audits. .

We conducted our audits in accordance with auditing standards generally accepted in the Umted States of America and
the standards applicable to financial audits contained in Goverfiment Auditing Standards, Issued by the Comptroller
General of the United States. Those standards require that we’ plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatements. The Pool is not required to have,
nor were we engaged to perform, an audit of its internal control ovér financial reporting. Our audits included
consideration of internal control over financial reporting as a basis for de'SIéning audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an oplmon on the effectiveness of the Pool’s internal control
over financial reporting. Accordingly, we exp ss :no such opinion, An audit includes examining, on a test basis,
evidence supporting the amounts and disclost 'lnfthe financial statements. An audit also includes assessing the
accounting principles used and significant estin made by.management, as well as evaluating the overall financial
statement presentation. We believe our audits pi de a reasonable basns for our opinion.

In our opinion, the basic financial statements referred to above present fa:riy, in all material respects, the financial
position of Utah Counties Insurance yal as of December 31 2007 and'2006, and the results of its operations and its
cash flow for the years then ‘ended in con orm:ty with accountlng principles generally accepted in the United States of
America. : iy

The Management’s Discussion and Analyms is. not a requtr d'part of the basic financial statements of the Pool, but is
supplementary information requited by'the Governmental Accounting Standards Board. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary mformatlon However, we did not audit the information and express no opinion on it.

Our audits were made for the. purpose offormlng an opinion on the basic financial statements taken as a whole. The
accompanylng financial information as fistéd under the heading of Required Supplementary Information in the
accompany table of contents is’ ‘presented for purposes of additional analysis and is not a required part of the basic
financial statements of the Pool, but ls supplementary information required by the Governmental Accounting Standards
Board. b .

In accordance w1th Govemme t_jAuthrng Standards, we have also issued our report dated April 3, 2008, on our
consideration of the Poal'&infe ma! control over financial reporting and our tests of its compliance with certain provisions
of laws, regulations, and' co -trects That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be read in conjunction with this report in considering the results of our audits.

Salt Lake City, Utah
April 3, 2008



UTAH COUNTIES INSURANCE POOL

Management's Discussion and Analysis
December 31, 2007 and 2006

The following management discussion of the Utah Counties Insurance Pool is intended to
supplement the auditor’s notes to the basic financial statements to provide readers a
broader understanding of the information provided in the basic financial statements as it
relates to the current operation and long term viability of the organization.

General Discussion

Company Background

Utah Counties Insurance Pool (UCIP) was incorporated in December 1991 as the Utah
Association of Counties Insurance Mutual. In July 2003, the organization was renamed the
Utah Counties Insurance Pool. UCIP operates as an interlogal entity formed under section
11-13-101 et. seq. Utah Code Annotated, 1953 as amended, and s considered a non-profit
public agency insurance mutual under the insurance statutes of.the State of Utah.
Counties and other county related public agencies enterinto the UCIP Interlocal Agreement
to jointly self-insure risks of loss for Property, Auto, General Liability, Public Officials
Liability, Law Enforcement Liability, Workers £ompensation and Employee Benefits. In
addition, members are provided risk management servicés to assist in controlling losses.
All of the Pool’'s business activities are conducted in.the State of Utah. UCIP began an
Employee Benefits Program effective January 1, 2007. The benefits program was fully
insured by the Public Employees Health Plan (PEHP),.a division of the Utah Retirement
System. UCIP provided administrative services under contract with PEHP including
marketing, enrollment, billing and repofting. e, ¢

2007 Marketplace ) e i e,

The insurance marketplace continued to soften during 2007, creating an increasingly
competitive marketplace, while also providing for reduced costs for excess insurance and
reinsurance. 4 '

Asset Protection iy V. 4

UCIP, like traditional insurance carriers, protects its assets by securing reinsurance and
excess insurance to.cover catastrophic events and other large losses above UCIP's self
insured retentions. For.2007, UCIP secured excess property insurance from Affiliated FM
insdrance company. - UCIP ‘covered its excess liability reinsurance and workers’
compenisation risks through membership in County Reinsurance Limited (CRL). CRL isa
Vermont-domiciled captive'reinsurer formed under the auspices of the National Association
of Counties. As a CRL member, UCIP is also an equity owner of CRL, along with county
risk pools from feurteef other states. For purposes of this statement, the equity in CRL is
shown as an investment.

Investments
UCIP utilizes investment income on assets not immediately needed for payment of claims
and expenses to increase member equity.

The UCIP Board of Trustees has adopted a conservative investment policy which adheres
to the Utah Money Management Act. Investment activities are monitored by both the Board
and the Board's Audit Committee to assure compliance with the policy. UCIP does not
invest in common stocks or mortgages. Some short-term investments are on deposit with
the Utah Public Treasurer's Investment Fund and are available on a daily basis to meet

4



UTAH COUNTIES INSURANCE POOL

Management's Discussion and Analysis
December 31, 2007 and 2006

cash flow needs related to claims and expenses. Currently the book value of the Pool’s
portfolio is $11,860,416 as reported in the accompanying basic financial statements.

Basic Financial Statements

The basic financial statements reported herein are designed to provide readers with a
broad overview of UCIP’s finances, in a manner similar to private-sector business.

Statements Provided

The Statements of Net Assets present information on all of UCIP s assets and liabilities,
with the difference between the two reported as net assets; also referred to as Member
Equity. Over time, increases or decreases in net assets can serve as an indicator of
UCIP’s financial condition. o

The Statements of Revenues and Expenses_.arrd Changes in Net Assets present
information on changes in income, expenses and net assets during the fiscal year.
Expenses are recorded as soon as the underfyihg event.occurs, regardless of timing of
payment of the expense. Accordingly, some expenses reported in this statement will result
in cash flows in future periods.

The Statements of Cash Flows present information enithe actual cash flow including both
income and expense during the fiscal yeer Cash flow during the period is presented
without regard to the period in whlch the Ioss or._service associated with the expense
occurred. Accordingly, some expenses reported in this'statement may have been reported
in prior Statements of Net Assets or Statements of Revenues and Expenses and Changes
in Net Assets.

Review of Statements of Net Assets :
Assets - Total assets at thé end of 2007‘ were $12,875,539, an increase of $515,392
over 2006. Total assefs at the end.of 2006 were $12,360,147, an increase of
$1,223,0890ver 2005, Capital assets (net of depreciation) totaled $709,005 at the end
of 2007, as compared to $109,269 for 2006, an increase of $599,736. The increase
results from the purchase of Iand intended as a building site for UCIP’s future office site.

L.'abmttes Total llabltltles at the end of 2007 were $9,619,034, a decrease of $229,356
over 2006. Total liabilities at the end of 2006 were $9,389,678, an increase of
$1,223, 039 over 2005. Reserves for losses and loss adjustment expenses at the end of
2007 were $7;891. 757 as compared to $7,305,587 at the end of 2006, an increase of
$586,170. Re: ~are reviewed, and IBNR factors are developed by the Pool’s
actuary. IBNR factors are developed from prior years loss data to account for changes in
reserves from the current claim reserve to the ultimate amount incurred as well as
increased reserves for claims incurred but not yet reported to UCIP.




UTAH COUNTIES INSURANCE POOL
Management’s Discussion and Analysis
December 31, 2007 and 2006

Net Assets - Net assets (Member Equity) at December 31, 2007 equaled $3,256,505 as
compared to $2,970,470 at the end of 2006, an increase of $286,035. Net assets at
December 31, 2005 were $3,290,514 as compared to $4,569,465 at the end of 2004.
For the most part, changes in net assets track with changes in reserves and IBNR
identified by the actuary.

Condensed Statement of Net Assets

Assets: 2007 2006 _Net Change

Current and other assets $ 12,166,534 $ 12,250,879 4 $ (84,345)
Capital assets 709,005 109,268 . 599,736
Total assets $ 12,875,539 $ 12,360,148 § » 515,391
Liabilities: Sy : i
Current and other liabilities $ 9,619,034 9,389,678 $ 229,356
Long-term liabilities - gt 4 - - .
Total liabilities 9,619,034 9,389.678. 220,356 |
Net assets:
Invested in capital assets, net :
of related debt 24, 709,005 109,269 599,736
Restricted TN a0 179,963 (51,793)
Unrestricted > 2519330 . 2781288 (261,808)
Total net assets T 3,256,505 542970470 286,035
Total liabilities and net asséts. $ 12875539 § 12360148 $ 515391




UTAH COUNTIES INSURANCE POOL

Management’s Discussion and Analysis
December 31, 2007 and 2006

Condensed Statement of Net Assets

Assets: 2006 2005 Net Change
Current and other assets $ 12,250,878 $ 11,051,713 g 1,199,165
Capital assets 109,269 85,395 y. 23,874

Total assets $ 12,360,147 $ 11,137,108 & = 1,223,039

Liabilities: T,

Current and other liabilities $ 9,389,978 § § . 1,543,384
Long-term liabilities - py s o -
Total liabilities 9,389,978 ! "i'.?;8'46,594 1,543,384

Net assets:

Invested in capital assets, net Pitria J
of related debt 109,269 b 85,395 23,874
Restricted 79,963 129564 (49,601)
Unrestricted 2,781,237 3,075,555 (294,318)
Total net assets £ 2,970,469 3,290,514 (320,045)
Total liabilities and net assets $ 12,360,447 $h.. 11137108 ». § 1,223,339

y

Review of Statements of Revenues and Expenses and Changes in Net Assets
Revenues - Revenues.increased $4,546,640, to approximately $10.9 million in 2007.
The ingréase ismostly attributable to the new employee benefits pool which contributed
an additional $3,865,313 ofwritten premium in 2007. Revenues increased $852,299, to
approximately $6.3 miillion in 2006. The increase is attributable to exposure increases of
existing members, rate increases, increased investment earnings, and increased
participation in the Workers’ Compensation Program. Workers' Compensation earned
about $2,080,000 in premium in 2007 and about $1,600,000 in premium in 2006, an
increase of 30% over 2006 and 75% over 2005. The Multiline program increased rates
in 2007 for the 2007 year, part of which is intended to restore some net equity.

Condensed Statement of Revenues
Revenues: 2007 2006 Net Change
Premiums and other considerations $ 13,208,070 $ 10,191,520 $ 3,016,550
Investment income 646,985 493,729 153,256
Realized loss on investments 24,926 7,142 17,784
Otherincome 31,838 208,713 (176,875)
Total revenues $ 13,911,819 $ 10,901,104 $ 3,010,715




UTAH COUNTIES INSURANCE POOL
Management's Discussion and Analysis
December 31, 2007 and 2006

Condensed Statement of Revenues
Revenues: 2006 2005 Net Change
Premiums and other considerations 3 10,191,520 $ 5,869,006 $ 4,322,515
Investment income 493,729 489,849 3,880
Realized loss on investments 7.142 (13,188) 20,330
Other income 208,713 8,800 199,913
Total revenues $ 10,901,104 $ 6,354,466 $ 4,546,638

Expenses - For 2007, the increase in administration expenses consists of $3.8 million
paid in premiums to Public Employers Health Plan (PEHP). for the new employee
benefits pool. For 2007, losses and loss adjustmentexpenses increased in part due to
claims paid for new members of the workers’ compénsation program. For 2006, losses
and loss adjustment expenses increased in part due to claims paid through the workers’
compensation program. Reinsurance expenses increased due to exposure increases in
workers’ compensation. Increases in administration expenses include increases in
staffing and increased costs for existing staffi. S

Condensed Statement of Expenses
Expenses: 2007 2006 Net Change
Losses and loss adjustment expenses $ . 5,886,329 . § '5.010,051 § (23,722)
Other operating expenses Q7,739,458 B ha, 5,211,008 2,428,357
Total expenses $ . 13,625,784 g "11,221,149 5 2,404,635
Condensed Statement of Expenses
Expenses: : y A —2006"-""1" ; 2005 Net Change
Losses and loss adjustment éxpenses $ 5910051 § 6,325,882 § (415,831)
Othenperating expenses . 5,311,008 1,307,535 4,003,563
" Total expenses A $ 11,221,149 $ 7,633,417 § 3,587,732

Change’l_:in‘ Net Asseté hange in net assets for 2007 was a decrease of $320,045.
Change in et assets for 2006 was a decrease of $1,278,951. The decrease was due to
increased reserve require

Cash Flow - UCIP’s primary sources of revenue are annual contributions paid by members
(referred to as “premiums” in the accompanying statements) and investmentincome. The
primary expenses are claims payments, claims adjusting expense and general
administration expenses. There are no known demands for cash that will likely cause
material changes in the cash flow pattern.

Liquidity - Management monitors liquidity needs through actuarial reports and review of
claims settlements to limit loss of investment income potential, while assuring prompt
payment of all claims and expenses. Immediate and near-term cash needs are also met
using investments in the Public Treasurer’s Investment Fund (PTIF). Investments in PTIF

8



UTAH COUNTIES INSURANCE POOL
Management’s Discussion and Analysis
December 31, 2007 and 2006

can be liquidated without penalty on a daily basis. Assets that can be invested for a longer
time period, thereby yielding a higher return, are “laddered” so that investments mature
periodically to meet ongoing cash flow needs.

Expected Trends

The budget for the year 2007 was approved by the Board of Trustees and reflected no
change in net assets. Total revenue was budgeted to increase 12% over 2007. Thisfigure
reflects an 11% overall increase in the multiline program and expected premium increases
from a fourth year of operating the workers compensation program Total expenses were
budgeted to balance with revenues.

Board Policies and Management Practices

The UCIP Board of Trustees currently requiresr',that'_-a'ddits, conducted. by independent
outS|de firms, be performed on an annual baSIS The 2007 audit schedule included an

claims administration audit Was also performed in 2007

Opinion

The preceding Management's Dlscusswn and Analysrs provides an assessment of the
financial position, results of operationspand ¢ash flow and liquidity for the fiscal year ended
December 31, 2007, as reported in the 2007 Annual Report. Representations made herein
are those of management accordlng to the best: of thelr knowledge and belief.

This financial report is deS|gned to prowde ageneral overview of the Pool’s finances for all
those with an intergstin its finances Questions concerning any of the information provided
in this report or requests for additional financial information should be addressed to the
Chief Executive Offlcer Utah Counties Insurance Pool, P.O. Box 760, Midvale, UT 84047.

Dated: March 27 2008
UTAH COUNTIES INSURANCE POOL

Johnnie R. Miller, .«
Chief Executive @ﬁ' Ger



UTAH COUNTIES INSURANCE POOL
Statements of Net Assets
December 31, 2007 and 2006

ASSETS 2007 2006
Current assets:
Cash and cash equivalents $ 5,326,840 $ 2,500,235
Accounts receivable 601,820 244,659
Accrued investment income 4 85,821 111,727
Security deposit A& 3976 3,976
Prepaid expenses y A 5,653 30,100
Total current assets H'Y 6,024,110 2,890,697
Investments i 6,142,424, 9,360,181
Capital assets, net of accumulated depreciatior}, A N
of $96,779 and $63,919, respectively o 4 709,005 109,269
Total assets ¢ 12,875,539 $ 12,360,147
Current liabilities: ' N
Reserves for losses and loss :
adjustment expenses _ 7,891,757 $ 7,305,587
Accounts payable 1,195,811 766,438
Payroll liabilities 9 113 113
Compensated absences payable‘ 23,887 63,970
Premiums paid in advance : 507,440 1,253,544
Total current liabilities’ . 9,619,008 9,389,652
Building related payables 26 26
Total liabilities % . » 9,619,034 9,389,678
Net assets: i 4
Invested in capital assets 709,005 109,269
Restricted for
Auto N - 31,698
Building debt serwce - 20,095
Building repairs ‘and maintenance 28,170 28,170
Unrestricted 2,519,330 2,781,238
Total net assets 3,256,505 2,970,470
Total liabilities and net assets $ 12,875,539 $ 12,360,147

The accompanying notes to financial statements

are an integral part of these statements.
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UTAH COUNTIES INSURANCE POOL

Statements of Revenues, Expenses, and Changes in Net Assets

For the Years Ended December 31, 2007 and 2006

2007 2006
Operating income:
Premiums and other considerations 13,208,070 10,141,520
Investment income 646,985 543,729
Program management fees 32,198 15,767
Realized gain (loss) on investments 24,926 7,142
Miscellaneous income - 192,946
Total income 13,912,179 10,901,104
Underwriting expenses: i
Losses and loss adjustment expenses ,176,311 4,369,981
Reinsurance expense 1,479,423 1,359,354
Employee benefit premiums 6,169,886 3,851,153
Risk management program credit . 230,595 180,716
Total underwriting expenses 12,0_56,215 9,761,204
Administration expenses: A
Accounting 16,989 14,064
Actuary 17,000 8,448
Auto 13,477 14,497
Bank expense (160) 30
Board expense 84,042 56,805
Bonding 1,500 30,042
Building 71,000 57,994
Consulting 80,700 178,075
Copying 6,794 6,203
Depreciation 50,226 31,190
Dues and subscriptions 6,971 5,793
Exhibitions and sponsorships 10,554 17,000
Information technology iy A ¢ 70,634 7,539
Insurance S 11,090 6,442
Land purchase 3,271 -
Land use hotline program 3,608 6,462
Licenses & permits 663 1,416
Lobbying:& Ieglslatwe trackmg 4,071 2,223
Loss.control - trammg 72,799 49,490
Marketing ‘ 8 345
iscellaneous expense b 360 -
Office equipment 1,330 1,609
Office supplies 5,561 6,905
Postage 5,541 4,369
Premium c:redlts and lncentlves 5,837 5,000
Premium taxes - 77,799 67,946
Printing 4,785 2,948
Professional fees 9,081 15,195
Staff expenses 927,496 704,954
Telephone 8,465 8,149
TPAWC (1,563) 148,913
Total administration expenses 1,569,929 1,459,946
Total operating expenses 13,626,144 11,221,150
Change in net assets 286,035 (320,046)
Net assets, beginning of year 2,970,470 3,290,516
Net assets, end of year 3,256,505 2,970,470

The accompanying notes to financial statements
are an integral part of these statements.
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UTAH COUNTIES INSURANCE POOL

Statements of Cash Flows

For the Years Ended December 31, 2007 and 2006

Cash flows from operating activities:
Premiums collected
Program management fees collected
Reinsurance paid
Amounts withheld for others
Losses and loss adjustment expenses paid
Administrative expenses paid

Net cash provided (used) by operating activities

Cash flows from capital and related
financing activities:
Building security deposit
Acquisition of capital assets

Net cash used by capital
and related financing activities

Cash flows from investing activities:
Purchases of investments
Proceeds from sale of investments
Proceeds from sale of PP&E
Purchase of land il
Interest on investments

Net cash provi'ded by investihg éctiv,ities :':f-‘-f.
Net increase in cash and cash equivalents,
Cash and cash equivalents at beginning of period |

Cash and cash equivalents at end of period

The accompanying notes to financial statements
are an integral part of these statements.

2007 2006
12,231,371 10,037,429
32,198 14,124
(1,479,423) (1,359,354)
(6,527,047) (3,883,040)
*(3,590,141) (3,563,386)
(1,107,049) (683,106)
~.(440,091) 562,667
S, (3,976)
(68.487) (71,948)
(68,487) (75,924)
(3,586,455) (4,889,285)
6,904,636 5,041,000
12,000 .
(592,390) -
597,392 400,009
3,335,183 551,724
2,826,605 1,038,467
2,500,235 1,461,768
5,326,840 2,500,235




Reconciliation of change in net assets to net
cash used in operating activities:

Change in net assets
Adjustments to reconcile net income to
net cash provided by operating activities:
Depreciation
Interest received on investments
Amortization of investments
Increase in equity in CRL
Realized (gain) loss on sale of investments
(Gain) loss on disposal of equipment
Changes in assets and liabilities:
Increase in accounts receivable

Increase (decrease) in accrued investment income -

Decrease in prepaid expenses .

Increase in reserves for e
loss and loss adjustment expenses

Increase in accounts payable

Increase (decrease) in payroll Ilab|l|t|es

Increase (decrease) in compensated absences .
Increase (decrease).in premiums paid in advance 4

Decrease in bwlding related payable

Total adjustments

Net cash prowded (used) by operatmg actmtles

12

2007

2006

(320,046)
31,190
597,392) (400,009)
2,852
(76,146) (114,048)
(24,926). (7,142)
(1,084) 16,885
(357,161) (226,476)
25,907 (32,524)
24,447 68,900
586,170 806,595
429,373 656,337
5 (11,412)
(40,083) 28,804
(746,104) 76,626
. (13,865)
(726,126) 882,713
(440,091) 562,667




UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations

Utah Counties Insurance Pool (the Pool or UCIP) was incorporated in December 1991 as
the Utah Association of Counties Insurance Mutual (the Mutual). In July 2003, the Mutual
was renamed the Utah Counties Insurance Pool. The Pool is a non-profit public agency
insurance mutual under the insurance statutes of the State of Utah and is an interlocal entity
formed under section 11.13.101 et. seq. Utah Code Annotated; 1953 as amended, as a joint
program to insure risks for counties who enter into the interlocal agreement that creates
UCIP. The Pool started insuring workers compensation insurance effective January 1,
2004. The Pool also began an employee benefits poolon Januaty 1, 2006. All of the Pool's
business activities are conducted in the State of Utah- N

Accounting Principles

These financial statements are presented in accordance with accounting principles generally
accepted in the United States of America (GAAP) and standards applicable to financial
audits contained in Government Auditing Standards issued by the Comptroller General of
the United States. The Pool adopted Governmental Accounting Standards Board Statement
No 34, Basic Financial Statements - and Management Discussion and Analysis - for State
and Local Governments (GASB Statement 34); GASB Statement No. 37, Basic Financial
statement and Management’s Discussion and Analysis — For State and Local Governments:
Omnibus, and GASB Statement No. 38y Certain Financial Statement Disclosures, in fiscal
year 2002, effective’January 1, 2001. Efféctive January 1, 2004, the Pool adopted GASB
Statement No 40; Deposit and:Investment Risk Disclosures. With the implementation of
these statements, the Pool has prepared required supplementary information ftitled
‘Managements’ Discussionand Analysis’ which precedes the basic financial statements, has
prepared a balance sheét classified between current and noncurrent assets and liabilities,
has categorized net assets.as invested in capital assets and unrestricted, has prepared the
statéments of cash flows on the direct method, and provided additional schedules to better
communicate the financial status of the governmental entity.

The accounting policies of the Pool conform to accounting principles generally accepted in
the United States of America in all material respects. In accordance with GASB Statement
No. 20, Aceouinting.and-Financial Reporting for Proprietary Fund and Other Governmental
Entities That. Use Proprietary Fund Accounting, the Pool has opted to apply all
pronouncements issued by the Financial Accounting Standards Board ("FASB") after
November 1989, unless the FASB pronouncements conflict with or contradict GASB
pronouncements. The following is a summary of the more significant of such policies.

Basis of Accounting

The Pool reports as a single enterprise fund and uses the accrual method of accounting and
the economic resources measurement focus. Under this method, revenues are recognized
when they are earned and expenses are recognized when they are incurred.
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UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and, liabilities. It also requires
disclosure of contingent assets and liabilities at the date of thé financial statements and the
reported amounts of revenue and expenses during the périod. The estimates which are
particularly susceptible to change related to the actuarial’'valuation of the claims incurred but
not reported and loss reserves. Actual results Could dlffer from those estimates.

The Pool invests in various investment securities: Wh!Ch in generaI are exposed to various
risks, such as interest rate, credit, and overall market volatility. Due 'to the level of risk
associated with certain investment securities, it is reasonably possible that.changes in the
values of investment securities will occur‘in the nearterm and that such changes could
materially affect the amounts reported in the halange sheets.

Income Taxes

The Pool is exempt from the payment of mcome taxes under Section 115 of the Internal
Revenue Code. _ T b

Premiums

Substantially ait; policies have. a common annual renewal date of January 1. Premiums
written are earned oh.a daily pro rata basis over the policy term.

Cash.dnd -'c-ash- Eq uivalents

For purposes of the. statement of cash flows, the Pool considers all highly liquid debt
instruiments with maturities of three months or less to be cash equivalents. Therefore, the
investment in Utah Public Treasurers’ Fund, money market funds, and cash on deposit are
consideredito be cash equivalents.

Investments

Investments are comprised of various U.S. Government securities, certificates of deposit
and investment in CRL.

Investments in U.S. Government securities as of December 31, 2007 and 2006 consist of
held-to-maturity securities. Held-to-maturity securities are reported at cost, adjusted for
amortization of premiums and accretion of discounts that are recognized in interest income
using the effective interest method over the period to maturity.

14



UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments (Continued)

The investment in CRL is valued using the equity method of accounting. Under the equity
method, the Pool recognizes its share in the net earnings or losses of the company as they
occur rather than as dividends are received.

Capital Assets

Capital assets are defined by the Pool as assets with an initiakindividual cost of more than
$500. Capital assets are stated at cost less accumulated depreciation. Depreciation on
furniture, equipment and electronic data processing equipment. is provided over the
estimated useful lives of the assets on the straight-line method. Usefullives vary from 3to 5
years. Depreciation expense for the years ended December 31, 2007 and 2006 amounted
to $50,226 and $31,160, respectively. 4 -

Maintenance and repairs, which do not materially extend the useful lives and minor
replacements, are expensed as incurred. e

Compensated Absences

Accumulated unpaid vacation and sick pay amqunfgi___are accrued when benefits vest to
employees and the unpaid liability is‘reflected as compensated absences payable.

Reserves for Losses and Loss Adjustment Expenses

The reserves for losses and loss adjustment expenses include an amount determined from
individual.case estimatés and loss reports and an amount based on past experience for
lossesincurred but not reported. Such liabilities are necessarily based on assumptions and
estimates and while management believes that amounts are adequate, the ultimate liability
may be in excess of or less than the amount provided. The methods for making such
estimates and for establishing the resulting liability are continually reviewed and any
adjustments are reflected in the period determined.
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UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

CASH AND CASH EQUIVALENTS AND INVESTMENTS

Listed below is a summary of the cash and investment portfolios as of December 31, 2007
and 2006. Investing is governed by the prudent man rule in accordance with statues of the
State of Utah. All investments of the Pool are considered to have been made in accordance
with these governing statues.

Cash and cash equivalents

Cash and cash equivalents of the Pool are carried at cost. The carrying amount of the cash
on deposit, net of outstanding checks, is $365,507 and$1,882,255, as of December 31,
2007 and 2006, respectively. The corresponding bank balance of the deposits was
$499,779 and $1,938,216 as of December 31, 2007 and 2006, respectively. As of
December 31, 2007 and 2006, $200,000 and $100 000 of the Pool's cash on deposit was
insured by the FDIC.

The Public Treasurers’ Investment Fund (PTIF) is a podled investment fund enabling public
agencies to benefit from the higher yields offered.on large denomination securities. The
PTIF is similar in nature to a money market fund, but'is subject to the Money Management
Act and Rules of the Money Mangg_e’ment Council. The PTIF invests in corporate debt, U.S.
Agency notes, certificates of depasitand commercial paper. The maximum final maturity of
any security invested in by the PTIE is limited. to five years. The maximum weighted
average life of the portfolio is limited t0,90 days. Thére is no maturity date on an insurer’s
investment in the PTIFAPTIE deposﬁs are not 1nsured or otherwise guaranteed by the State
of Utah. Participants i in the' PTIF pay an administrative charge on an annual basis based on
the average accountbalance. The PTIFis operated as a service to local governments and
does not generate a proflt to the Utah State Treasurer.

Custodlal Credlt Rlsk

The custodlal credit nsk for depos:ts is the risk that, in the event of the failure of a depository
fmanCIaI institution, a government will not be able to recover deposits or will not be able to
recover collateral securities thatare in the possession of an outside party. As of December
31, 2007 and 2006, the Pool had amounts over FDIC insurance of $1,042,418 and
$558 733, As of December 31,2007 and 2006, the Pool had amounts over SIPC insurance
of $500,000 and $O
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UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

As of December 31, 2007 and 2006, the Pool’s cash and cash equivalents and investments
included the following:

2007 2006

Cash on deposit $ 381,931 35 602,772
Money market funds 1,891,319 1,592,796
Muncipal Bonds 1,000,000 -
Utah Public Treasurer's Investment Fund - held by the Pool < 2,053,590 304,667

Total cash and cash equivalents P\ 5,326,840 . 2,500,235
Certificates of deposit V. 4 295,000 5, 306,000
Investments - U.S. government securities ; 5,216,097 X ;_Jg,_,499,000
Equity investments S 5 631,327 555,181

Total cash and cash equivalents and investments ==~ -"f$§" 11,469,264 § 11,860416

Investments

The Pool records its investments in U.S. Treasuries and U.S Agencies at amortized cost.
The differences between book value and fair value as of December 31, 2007 and 2006 are
as follows: b

2007
4 VW, O Gross
Gost/ Amortized . Unrealized Unrealized Statement
. 4 i Cost . Gains Losses Fair Value Value
Certificates of deposit . $ 295000 § - § 17 $ 294,983 § 295,000
Ggvernment bonds ' : .'5;216,097 40,862 2,946 5,254,013 5,216,097
Equity investments ) N 555,181 76,146 . 631,327 631,327
Totahinvestments - $ 5066278 § 117,008 § 2963 § 6,180,323 § 6,142,424
2006
Gross Gross
Cost/ Amortized Unrealized Unrealized Statement
Cost Gains Losses Fair Value Value
Certificates of deposit $ 306,000 $ . $ 523 & 305477 % 306,000
Government bonds 8,499,000 30,899 108,145 8,421,754 8,499,000
Equity investments 441,119 114,048 - 555,181 555,181
Total investments $ 9246119 B 144947  § 108,668 § 9,282,412 § 9,360,181
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UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

CASH AND CASH EQUIVALENTS AND INVESTMENTS (Continued)

The schedule below provides information about the credit risk, interest rate risk, credit rate
risk, and concentration of credit risk associated with the Pool's investments as of December
31, 2007 and 2006.

2007
Investment Maturities (in Years)
Fair Less y 4 More
Value Than 1 1-50 6-10 Than 10
Investment type: F
as of December 31, 2007: g
Certificates of deposit $ 204983 § 294,983 § - $ - $
U.S. Agencies 5,254,012 2,780,706 2,473,306 -
Equity investment in CRL 631,327 - - 631,327
Total investments $ 6,180,323 43075689 $ 42473306 § D $ 631,327
2006
- Investment Maturities (in Years)
Fai . Less gl More
Val ___Thant . 15 6-10 Than 10
Investment type: C gdine A
as of December 31, 2006: a SRS T,
Certificates of deposit 0 * 8hh. 305477 %6 4 244654 60,823 § - $ -
US. Agencies 47 NBa21754 N U7 821,712 98,500 501,542 -
Equity investment.iil CRL & 5a5.181 T - . - 555,181
Total investments . % & 0282412 $° 8066,366 $ 159,323 § 501,542 § 555,181

accordance with ‘-[hé,rl?pol i'ﬁvg_stment policy, the Pool manages its exposure to declines in
fair value by Iaddering':th.e maturities of its securities.

Credit Rate'Risk

It is the Pool's policy to limit its investments to the top ratings issued by nationally
recognized statistical rating organizations (NRSROs) so the total investment portfolio
maintains an “A” (S&P) or equivalent minimum rating. The Pool's investments in bonds
were rated "AAA” by Standard & Poor's and Fitch Ratings, and “Aaa” by Moody’s Investors
Service.

Concentration of Credit Risk

The Pool’s investment policy is that investment in commercial paper, corporate bonds and
asset-backed obligations shall not exceed 20% of the total assets of UCIP’s investments.
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UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

INTEREST RATES

The interest rates for assets held with the Utah Public Treasurers’ Investment Fund were
5.08% and 5.28% for the years ended December 31, 2007 and 2006, respectively.

CAPITAL ASSETS

The capital assets and related accumulated depreciation of the Pool are:

2007

Beginning Capital R Ending

Balance Acquisitions  Dispositions Balance

Land $ -4 s 592340 - 0§ 592,340
Capital assets 173,188 68,537 28,282 213,443
Total Capital Assets $ 173,188 § 660,877 $ 28,282  $ 805,783

: : : 2007
Beginning Depreciation Ending
Balance. . Expense Dispositions  Balance

Accumulated depfeciation ©$ . 63,919 $ 50,226 $ 17,366 $ 96,779

e 2006

Beginning Capital Ending

Balance Acquisitions Dispositions  Balance

Capital assets b § 126566 $ 71948 § 25326 § 173,188
2006

Beginning Depreciation Ending

Balance Expense Dispositions Balance

Accumulated depreciation $ 41171 § 31,190  $ 8,442 $ 63,919
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UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

RELATED PARTY TRANSACTIONS

Both the Pool and UAC had agreed that the Pool had an equity interest in the building. On
September 18, 2006 UAC and the Pool signed a mutual release of the Pool's equity interest
in the building for $190,000. This amount is included in miscellaneous income for 2006 on
these financial statements.

CONTINGENCIES

The Pool is subject to litigation from the settlement of clalms mntested in the normal course
of business. The losses from the actual settlement of&uch unknown claims are taken into
consideration in the computation of the estimated unpald loss and !oss adjustment expense
liabilities. i,

REINSURANCE

Effective 2003, the Pool has purchased only speoif _,relnsurance coverage. The agreement
provides for liability insurance iniexcess. of a $250, 000 self-insured retention and property
and crime insurance in excess of. a $250 OOO self—lnsured retentlon

Effective 2004, the Pool has purchased remsurance for its workers compensation insurance
in excess of a $300 00@ self-lnsured retentlon '

Estimated claims' Ioss Ilabllltles are stated net of estimated losses applicable to reinsurance
ceded to other" insurance companies. However, the Pool is contingently liable for those
amounts in the event such compames are unable to pay their portion of the claims.

Unsecured 'Re'ln-surancewRecoverabIes

The Com pany has relnsurance recoverables in the amount of $475,348 and $239,785 from
its reinsurers for los$es; paid and unpaid including IBNR, loss adjustment expenses and
unearngd, premium as of December 31, 2007 and 2006, respectively.

Reinsurance Recoverable in Dispute

The Company do s not have any disputed balances or uncollectible funds.
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UTAH COUNTIES INSURANCE POOL
Notes to Basic Financial Statements

RETIREMENT PLAN

The retirement plan for employees of the Pool is funded by the Pool. The employees are
covered under multiple-employer, public employee retirement systems administered by the
State Retirement System. This plan is noncontributory and includes a 401(k) plan. The
Pool contributes 9.62% and 8.54% of employee’s salaries under the plans. The Pool's
employees are also covered under a 457 plan for which the Pool contributes 4.3% of

employee's salaries.

The total retirement expense for the Pool for the year ended December 31 , 2007 and 2006
was $140,209 and $101,582, respectively. X

UNPAID CLAIMS. LOSSES AND LOSS ADJUSTMENT EXPENSES

Reserves for incurred losses and loss adjustment expenses attributable toinsured events of
prior years has increased (decreased) by approximatély ($97,000) and $555,000 in 2007
and 2006, respectively, as a result of reestimation of unpaid losses and loss adjustment
expenses. This change is generally the result of ongoing analysis of recent loss
development trends. Original estimates change as additional information becomes known
regarding individual claims. * N

2007 2006
Balance at January 1 (in’_thousands)f{ﬂ_, $ 7,305 $ 6,498
Incurred, related to: |
Current year 4,672 4,392
Rrigr year @i L (1,383) (97)
Total incurred. B 3,289 4,295
Paid, related'::fb::'_ _
Current year _ . 1,333 1,059
Prioryear ~ © . 1,370 2,429
“Total paid » 2,703 3,488
Balance at December 31 $ 7,801 $ 7,305
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UTAH COUNTIES INSURANCE POCL
Notes to Basic Financial Statements

10. OPERATING LEASE COMMITMENT

Beginning February 1, 2007, the Pool entered into a three year commitment to lease their
office building. The Pool paid $70,100 and $57,994 in rent and maintenance expenses for
the years ending December 31, 2007 and 2006, respectively.

Future minimum rental commitments for the building operating lease as of December 31,
2007 are as follows:

2008
2009
2010
2011
Total minimum lease paym
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UTAH COUNTIES INSURANCE POOL

Premiums and Loss Development Information

The following table compares the Pool's earned revenues net of reinsurance and
investment income to related costs of losses and loss adjustment expenses, net of
reinsurance, assumed by the Pool. The table is defined as follows: (1) show each year’s
net earned premiums, other operating revenues and interestincome, (2) shows each year’s
other operating expenses including overhead and loss adjustment expenses not allocable
to specific claims, (3) show incurred losses and allocated loss adjustment expenses (both
paid and accrued) as originally reported at the end of the first year.in which the event that
triggered coverage under the contract occurred, (4) shows the cumulative amounts paid as
of the end of successive years for each accident year, (5) shows how each coverage year's
incurred losses increased or decreased as of the end of the suceessive years: this annual
reestimation results form new information received on known elaims, reevaluation of
existing information on known claims, and emergence. of new claims, (6) compares the
latest reestimated incurred loss amounts to the.@mounts originally. éstablished. Pool
information is only available in the format shown below for the years presented.

{in thousands) 1998 1999 2000 - 2001 42002 2003 2004 © 2005 2006 2007
Earned premiums, other operating ) < '
revenues and investment . e
revenues, net of reinsurance 2,760 52, 2,891 2,787_ . 2,768 2,803 3,912 5,073 9,542
Unallocated expense 216 T 224 . 224 233 242 - - - -
Estimated incurred claims, both paid and B S . )
accrued, end of accident year 1,558 . 1,580 & ‘_715 1,905 2,304 3,495 4334 4245 4,672
Paid (cumulative) as of: = e
End of accident year 480 504 511 661 1,104 1,383 1,059 1,333
One year later . 744 964 910 1,190 1,786 2,361 2,423 -
Two years later = 931 1,264 1,224 1,561 2,171 3,128 - -
Three years later 1,024 1,688 1,406 2,213 2,452 - -
Four years later 1,302 . 1 1,715 1,567 2,432 - . .
Five years later 1,422° _ 1,715 1,850 - - - -
Six years later i 1,495 1,715 - 2 ) - -
Seven years later 1,530 - - - - -
Eight years later 1,529 = - - - - - -
Nine years later . - - - - - - - -
Reestimated incuired losses
and expenses: E,
End of accident year . ' 1,558 1,530 1,581 1,714 1,905 2,304 3,495 4,334 4245 4,672
One year later 1,558 1,631 1,183 1,923 1,574 2,178 3,624 4,448 3,732 -
Two years later 1,480 1,630 953 1,715 1,775 2,618 3,302 4,226 - -
Three years later 1,395 1,463 972 1,715 1,850 2,624 2,808 - - -
Four years later c 1,252 1.471 1,120 1,715 1,850 2,617 - - - -
Five years later 1,309 1,530 1,079 1,715 1,850 - - - z
Six years later 1,399 1,630 1,084 1,715 - - - - -
Seven years later 1,416 1,530 1,015 - - - - - -
Eight years later 1.396 1,529 - - - - - - - -
Nine years later 1,396 = G - & - - - = *
Decrease in estimated
incurred losses and expenses
from end of accident year (162) (1) (565) - (55) 313 (687) (108) (513) -
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UTAH COUNTIES INSURANCE POOL

Current assets:
Cash and cash equivalents
Accounts receivable
Accrued investment income
Prepaid expense
Other current assets

Total current assets

Investments

Capital assets, net of accumulated
depreciation of $96,779

Total assets

Current liabilities: i
Reserves for losses and loss
adjustment expenses
Accounts payable
Payroll liabilitiés’ :
Compensated absences payable A
Premiyms paid in advance

Total cu'rrent liabilities
Building related payables
Total Ilabllltles

Net assets:
Invested in capital assets
Restricted for;
Auto
Building debt service
Building repairs and maintenance
Unrestricted

Total net assets

Total liabilities and net assets

Statement of Net Assets

by Line of Business
December 31, 2007

Employee

Multiline Workers Comp Benefits Total
§ 3414131 § 16127020 § 300,007 $ 5,326,840
601,820 e, - 601,820
85,821 - 85,821
5,653 - 5,653
3976 M - e 3,976
1,612;702 300,007 6,024,110
5,958,679 ', 4183745 - 6,142,424
709 1005 A ¥ . 709,005
$ 10‘779 085 841796447 S 300007 § 12875539
4 4871170.," $ 3020587 §$ - § 7,891,757
1418013 77,798 : 1,195,811
13 - . 113
23,887 : : 23,887
394,757 112,683 - 507,440
6,407,940 3,211,068 ’ 9,619,008
26 - : 26
6,407,966 3,211,068 - 9,619,034
709,005 ] - 709,005
31,698 . - 31,698
28,170 . - 28,170
3,602,246 (1,414,621) 300,007 2,487,632
4,371,118 (1,414,621) 300,007 3,256,505
$ 10,779,084 $ 1796447 § 300,007 $ 12,875539
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UTAH COUNTIES INSURANCE POOL

Statement of Revenues, Expenses, and Changes in Net Assets

by Line of Business
For the Year Ended December 31, 2007

Employee
Multiline Workers Comp Benefits Administrative Total
Income:
Premiums and other considerations $ 4676898 $ 2,373,338 $ 6,157,8344, 5 - $ 13,208,070
Investment income 530,253 81,732 35,000 - 646,085
Program management fees & - g - 32,198
Realized gain on investments 24,926 - - 24,926
Miscellaneous income (360) - F - (360)
Total income 5,231,717 2,455,070+ 13,911,819
Underwriting expenses: - N
Losses and loss adjustment expenses 2,315,072 1‘8_6'1,_2:39 4176,311
Reinsurance expense 1,048,957 430,466 1,479,423
Employee benefit premiums - &g - 6,169,886
Risk management program credit 179,607 4 = 50,988 230,595
Total underwriting expenses 3,543,636 . 2,342,693+ - 12,056,215
Administration expenses: End
Accounting - 16,989
Actuary - 17,000
Auto 13,477 13,477
Bank expense (160) (160)
Board expense 84,042 84,042
Bonding - 1,500
Building 71,000 71,000
Consulting 80,700 80,700
Copying 6,794 6,794
Depreciation 50,226 50,226
Dues and subscriptions = 6,971 6,971
Exhibitions and sponsorships: 10,554 10,554
Information technology 70,634 70,634
Insurance 11,090 11,090
Land purchasg ; a 3,271 3,271
Land UseHotline Program- 3,608 3,608
Licenses & permits 663 663
Lobbying & legislative tracking 4,071 4,071
Loss control = fraining 72,799 72,799
Marketing - - = 8 8
Office equipment - - = 1,330 1,330
Office supplies 3 - - - 5,561 5,561
Postage - - - 5,541 5,541
Premium credits and incentives - - - 5,837 5,837
Premium taxes A 4 - 77,798 - - 77,798
Printing A - - - 4,785 4,785
Professional fees - - - 9,081 9,081
Staff expenses - - - 927,496 927,496
Telephone - - - 8,466 8,466
TPAWC - (1,563) - - (1,563)
Total administration expenses 17,141 92,990 1,593 1,457,845 1,569,569
Total operating expenses 3,560,777 2,435,683 6,171,479 1,457,845 13,625,784
Change in net assets before transfers 1,670,940 19,387 53,563 (1,457,845) 286,035
Transfers between funds (1,391,922) (43,455) (22,468) 1,457,845 -
Change in net assets 279,018 (24,068) 31,085 - 286,035
Net assets, beginning of year 4,092,100 (1,390,553) 268,922 - 2,970,470
Net assets, end of year $ 4371118 § (1,414,621) § 300,007 § - $ 3,256,505
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Independent Auditors' Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based Upon the Audit
Performed in Accordance with Government Audiﬁng_ Standards

The Board of Directors
Utah Counties Insurance Pool

We have audited the financial statements of Utah Cqunties Insurance Pool as of and for the
year ended December 31, 2007, and have issued our report thereon dated April 3, 2008.

We conducted our audit in accordance with auditing standards'generally accepted in the United
States of America and the standards applicable to.finan¢ial audits contained in Government
Auditing Standards, issued by the Comptroller General‘of the United States.

Compliance

As part of obtaining reasonable assurance about whether Utah Counties Insurance Pool
financial statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws; regulations, contracts, and grants, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion®©n compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance that are required to be reported under Government Auditing Standards.

Internal Control Over FinancLal.Reportinq

In planning and performing our audit, we considered Utah Counties Insurance Pool's internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing ouropinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of Utah Counties Insurance Pool’s internal control over financial
reporting. Accordingly,.we do not express an opinion on the effectiveness of Utah Counties
Insurance Pool’s internal control over financial reporting.

The management of Utah Counties Insurance Pool is responsible for establishing and
maintaining internal control. In fulfilling this responsibility, estimates and judgments by
management are required to assess the expected benefits and related costs of internal control
policies and procedures. The objectives of internal control are to provide management with
reasonable, but not absolute, assurance that assets are safeguarded against loss from
unauthorized use or disposition and that transactions are executed in accordance with
management's authorization and recorded properly to permit the preparation of financial
statements in accordance with accounting principles generally accepted in the United States of
America. Because of inherent limitations in internal control, errors or fraud may nevertheless
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Utah Counties Insurance Pool
April 3, 2008
Page 2

occur and not be detected. Also, projection of any evaluation of the structure to future periods is
subject to the risk that procedures may become inadequate because of changes in conditions or
that the effectiveness of the design and operation of policies and procedures may deteriorate.

A control deficiency exists when the design or operation of a control dees not allow management
or employees, in the normal course of performing their assigned fuhctions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects Utah Counties Insurance Pool’s ability to initiate,
authorize, record, process, or report financial data reliably im accordanee with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of
Utah Counties Insurance Pool’s financial statements that is more thanineensequential will not
be prevented or detected by Utah Counties Insurs nce Pool’s internal cbht\r“ol,.

A material weakness is a significant deficiency, me_ina.ti‘oﬁ of significant d"e.ficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by Utah Counties Insurance Pool’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph
and would not necessarily identify all deficiencies imsinternal ¢ontrol that might be significant
deficiencies or material weaknesses. We-did not identify any,deficiencies in internal control that
we consider to be materialdvéaknesses, as definéd above. However, we identified the following
deficiencies in internal gontrol that we consider to'be significant deficiencies.

We proposed audit adjustments.that, ifour judgment, could have a significant effect, either
individually or in the aggreégates on the entity's financial reporting process. As part of our audit,
we prepared all of.the accrual adjusting entries.” Also, if there were differences that were material
that were found durihg audit testing, proposed journal entries were also prepared for those
differencés. The management of UCIP subsequently made all of the proposed audit adjusting

entries,

We noted\"cé-r'ta_in matters in?\_(c_)"]ving internal control and its operation, which are not considered to
be significant deficiencies ormaterial weaknesses, which we have reported to the management of
the Utah CountiesInsurance Pool in a separate letter dated April 3, 2008.

This report is intend'edirsmely for the information and use of the board of directors and

management of Utah Counties Insurance Pool and the State Auditor's Office and is not
intended to be and should not be used by anyone other than these specified parties.

Salt Lake City, Utah
April 3, 2008
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Independent Auditors' Report on State Legal Compliance

The Board of Directors
Utah Counties Insurance Pool

We have audited the financial statements of Utah Counties Insurance Pool as of and for the
year ended December 31, 2007, and have issued.our report thereon dated April:3, 2008. As part
of our audit, we have audited Utah Counties Insurance Pool's compliance with the
requirements governing types of services allowed or unallowed:; eligibility; matching; level of
effort, or earmarking; reporting; special tests and provisions applicable to each of its major State
assistance programs as required by theState of Utah Legal Compliance Audit Guide for the year
ended December 31, 2007. The Poolreceived no fundmg from ma}or State assistance programs
from the State of Utah. . . S

Our audit also included test.work on the Pools comp!rance w;th those general compliance
requirements identified in the State of Utah Legal Compliance Audit Guide, including:

- Cash management ¢ .
- Purchasing requirements<

- Budgetary complianee<

- Specialdistricts

- Other general i issues

The manag.ement of Utah;'Counties,Insurance Pool is responsible for the Pool’'s compliance
with all compliance requirements identified above. Our responsibility is to express an opinion on
compliance with those requirements based on our audit.

We conducted our auditin accordance with auditing standards generally accepted in the United
States of America and Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether material noncompliance with the requirements referred to above
occurred. An audit includes examining, on a test basis, evidence about the Pool’'s compliance
with those requirements. We believe that our audit provides a reasonable basis for our opinion.
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The Board of Directors

Utah Counties Insurance Pool
April 3, 2008

Page 2

The results of our audit procedures disclosed immaterial instances of noncompliance with the
requirements referred to above, which is described in a separate management letter dated April
3, 2008. We considered this instance of noncompliance in formlng our oplmon on compliance,
which is expressed in the following paragraph. .

In our opinion, except as noted above, Utah Counties Insurance Pool complied, in all material
respects, with the general compliance requirements |dent|f'ed above and the requirements
governing types of services allowed or unallowed; e|lglbl|lty, matching, level of effort, or
earmarking; reporting; and special tests and prowsmns that are appllcable to each of its major
State assistance programs for the year ended December 31 2007

Salt Lake City, Utah
April 3, 2008
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April 3, 2008

The Board of Directors
Utah Counties Insurance Pool
Midvale, Utah

We have audited the financial statements of Utah Counties Insurance Pool (the
Pool) for the year ended December 31, 2007, and have issued our report thereon
dated April 3, 2008. As part of our audit, we made a study and evaluation of the
Pool's system of internal control to the extent we considered necessary to evaluate
the system as required by auditing standards generally accepted in the United States
of America and have issued our report thereon dated April 3, 2008. The purpose of
this letter is to recommend certain matters which came to our attention during the
course of the audit, which we believe will strengthen internal control and operating
efficiency. These matters are not considered to be material weaknesses as defined
in our reports on internal control referred to above. These matters, together with our
recommendations, are presented below for your consideration.

Sick and Vacation Policy

During the course of our testing of the year-end vacation and sick accruals, it came to
our attention that there were inconsistencies between how the sick and vacation
policy was being applied to different employee situations due to lack of clarity in the
written policy. Policies and procedures should be clearly explained in the company’s
employee manual so that conflicts such as this do not occur. It should be noted that
the Pool was in the process of updating the employee manual to clarify the policy, but
had not completed it as of the end of our audit fieldwork.

Employee Auto Allowances Under a “Non-Accountable” Plan

During a discussion with the audit committee, it was noted that some employees are
paid a monthly auto allowance under a “non-accountable” expense reimbursement
plan. The term “‘non-accountable”, as defined by the IRS, means that the employee is
not required to submit receipts or other support to be reimbursed and the amount is a
set dollar amount. The term “accountable”, as defined by the IRS, means that the
employee is only reimbursed for the actual amount of expenses incurred for which
receipts and other support are provided before the reimbursement is paid to the
employee. When expense reimbursements are paid to employees under a “non-
accountable” plan, the IRS requires that the expense allowance be treated as
compensation to the employee and included as wages on the employees’ W-2 each
year. We recommend that all amounts paid to employees under a “non-accountable”
plan be included in the employee’s compensation. There are other acceptable
methods for reimbursing employees for business miles which are: employees are
reimbursed for their business mileage at the IRS standard mileage rate, or that the
company establish in writing an “accountable” plan that meets the IRS requirements.



The Board of Directors

Utah Counties Insurance Pool
April 3, 2008

Page 2

Timely Depositing of Cash Receipts

During our state legal compliance testing of cash receipts, it was noted that three
checks did not have a date stamp on the check, so we were not able to determine if
the checks were deposited with in three days of the Pool receiving the check. There
was one check noted during our testing that was deposited five days after the Pool
had received it rather than the required three days or less. We recommend that
special attention is paid to ensure that deposits are made timely in order to follow the
state legal compliance requirements.

Signatures Required on Worker’'s Compensation Disbursement Checks

During our audit it was noted that all disbursements for the Worker's Compensation
line of business only require one signature. We recommend that the Pool adopt a
policy where two signatures are required for all disbursements over a dollar amount
threshold as determined by the Pool. This will help to improve controls in this area.
It should be noted that the Pool does have plans to implement this control for the
Worker’'s Compensation disbursements.

Supporting Documentation for Cash Disbursements

During the audit process it was noted that appropriate supporting documentation was
not able to be located for one disbursement that was selected for testing. To
strengthen internal controls over disbursements, it is recommended that appropriate
support be provided and maintained for all disbursements.

Prior Year Management Letter Points

State Legal Compliance Finding

The Pool exceeded budgeted expenditures for the year ended December 31, 2006
by approximately $900,000. The majority of this was due to losses and loss
adjustment expenses in excess of budgeted amounts. We recommended that when
the Pool is adopting their budget each year they consider not only cash outlays for
losses and loss adjustment expenses, but also estimate the increase that may be
needed for these reserves. We also recommended that the Board consider
amending its budget as needed as changes in circumstance become known
throughout the year to prevent the Pool from making expenditures in excess of
budget. These recommendations were followed and the Pool did not exceed
budgeted expenditures for the year ended December 31, 2007.

Disaster Recovery Plan

Last year, we also recommended that the Pool consider developing, implementing
and testing a disaster recovery plan. The Pool is still working on a formal
documented disaster recovery plan and currently is performing a daily backup of
computer systems.



The Board of Directors

Utah Counties Insurance Pool
April 3, 2008

Page 3

This letter, by its nature, contains only our comments and recommendations
observed during the course of our audit. Our comments are not to reflect the integrity
or capabilities of anyone in your organization. Our interest is to help you improve the
operations and controls of the Pool.

We appreciate the courteous assistance of your personnel during the course of our
audit. Should you have any questions regarding the above recommendations and

comments, or require assistance in their implementation, please feel free to contact
us.

Sincerely,
LARSON & COMPANY, P.C.

Geri A. Douglas, CPA
Officer/Shareholder



Resolution

To Appoint a Representative to County Reinsurance, Limited

WHEREAS, Utah Counties Insurance Pool (UCIP) is a Member of County

Reinsurance, Limited,

WHEREAS, the Bylaws of County Reinsurance, Limited require the governing
Board of'a Member to appoint a representative who shall vote on behalf of the Member at

meetings and carry out other usual and customary duties of membership.

NOW, THEREFORE, BE IT RESOLVED that the Board of Directors of Utah
Counties Insurance Pool does hereby appoint Johnnie R. Miller to represent it in all
matters related to its membership in County Reinsurance, Limited. This appointment is

valid until rescinded by the Board of Directors of Utah Counties [nsurance Pool.
oy
This is the / % day of E@é m%

Lynn Lemon

President, UCIP Board of Trustees






Utah Counties Insurance Pool

Payments
February 15 - April 23, 2008
Type Date Num Name Memo Split Amount
WF-Expense

Paycheck 2/15/2008 Anne M. Ayrton Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Brody S. Parker Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Johnnie R. Miller Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Kathy H. Stone Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Korby M. Siggard Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Lisa O. Brown Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Mark W. Brady Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Shaney M. Kelleher Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Sonya J. White Direct Deposit -SPLIT- 0.00
Paycheck 2/15/2008 Susan E. Gonce Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Anne M. Ayrton Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Brody S. Parker VOID: Payroll Service funds recovered -SPLIT- 0.00
Paycheck 2/29/2008 Johnnie R. Miller Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Kathy H. Stone Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Korby M. Siggard Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Lisa O. Brown Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Mark W. Brady Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Shaney M. Kelleher Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Sonya J. White Direct Deposit -SPLIT- 0.00
Paycheck 2/29/2008 Susan E. Gonce Direct Deposit -SPLIT- 0.00
Liability Check  2/28/2008 QuickBooks Payroll Service Adjusted for voided paycheck(s) -SPLIT- -16,585.34
Paycheck 2/29/2008 Brody S. Parker Direct Deposit -SPLIT- 0.00
Liability Check 2/28/2008 QuickBooks Payroll Service Created by Payroll Service on 02/26/2008 -SPLIT- -5,116.76

bility Check 2/28/2008 QuickBooks Payroll Service Direct Deposit Transmission Fee WF-Expense 3.00
Liability Check 2/28/2008 QuickBooks Payroll Service Fee for 10 direct deposit(s) at $0.99 each WEF-Expense 9.90
Paycheck 2/29/2008 Brody S. Parker Direct Deposit -SPLIT- 0.00
Liability Check 2/28/2008 QuickBooks Payroll Service Created by Payroll Service on 02/27/2008 -SPLIT- -1,489.95
Paycheck 3/14/2008 Anne M. Ayrton Direct Deposit -SPLIT- 0.00
Paycheck 3/14/2008 Johnnie R. Miller Direct Deposit -SPLIT- 0.00
Paycheck 3/14/2008 Kathy H. Stone Direct Deposit -SPLIT- 0.00
Paycheck 3/14/2008 Korby M. Siggard Direct Deposit -SPLIT- 0.00
Paycheck 3/14/2008 Lisa O. Brown Direct Deposit -SPLIT- 0.00
Paycheck 3/14/2008 Mark W. Brady Direct Deposit -SPLIT- 0.00
Paycheck 3/14/2008 Shaney M. Kelleher Direct Deposit -SPLIT- 0.00
Paycheck 3/14/2008 Sonya J. White Direct Deposit -SPLIT- 0.00
Paycheck 3/14/2008 Susan E. Gonce Direct Deposit -SPLIT- 0.00
Liability Check 3/13/2008 QuickBooks Payroll Service Created by Payroll Service on 03/11/2008 -SPLIT- -16,031.05
Paycheck 3/31/2008 Anne M. Ayrton Direct Deposit -SPLIT- 0.00
Paycheck 3/31/2008 Johnnie R. Miller Direct Deposit -SPLIT- 0.00
Paycheck 3/31/2008 Kathy H. Stone Direct Deposit -SPLIT- 0.00
Paycheck 3/31/2008 Korby M. Siggard Direct Deposit -SPLIT- 0.00
Paycheck 3/31/2008 Lisa O. Brown Direct Deposit -SPLIT- 0.00
Paycheck 3/31/2008 Mark W. Brady Direct Deposit -SPLIT- 0.00
Paycheck 3/31/2008 Shaney M. Kelleher Direct Deposit -SPLIT- 0.00
Paycheck 3/31/2008 Sonya J. White Direct Deposit -SPLIT- 0.00
Paycheck 3/31/2008 Susan E. Gonce Direct Deposit -SPLIT- 0.00
Liability Check 3/28/2008 QuickBooks Payroll Service Created by Payroll Service on 03/25/2008 -SPLIT- -16,317.04
Paycheck 4/15/2008 Anne M. Ayrton Direct Deposit -SPLIT- 0.00
Paycheck 4/15/2008 Johnnie R. Miller Direct Deposit -SPLIT- 0.00
Paycheck 4/15/2008 Kathy H. Stone Direct Deposit -SPLIT- 0.00
Paycheck 4/15/2008 Korby M. Siggard Direct Deposit -SPLIT- 0.00
Paycheck 4/15/2008 Lisa O. Brown Direct Deposit -SPLIT- 0.00
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Utah Counties Insurance Pool

Payments
February 15 - April 23, 2008

Date Num Name Memo Split Amount

3/3/2008 4462 Utah Counties Insurance Pool VOID: Employee Benefits - March -SPLIT- 0.00

3/6/2008 4463 United States Treasury 87-0495792 Staff Payroll Expenses -722.10

3/6/2008 4464 ISO Services, Inc. Invoice Number: IS00025735 Information Technology -165.00

3/6/2008 4465 Larson & Company Invoice Number: 29148 -SPLIT- -775.93

3/6/2008 4466 Color Transfer Invoice Number: 08-1137 Exhibiting & Sponsership -737.26

3/6/2008 4467 Johnnie R. Miller Moving Expenses Staff Expenses -123.29

3/6/2008 4468 Print2day Invoice No. 835567 Printing -182.14

3/6/2008 4469 Les Olson Company Invoice Number: 0931136-IN Copying Costs -218.87

3/6/2008 4470 Mountain View Software Invoice Number: 13504 Information Technelogy -186.00
Check 3/6/2008 4471 Marvellous Catering, LLC February 28 Facilities Management Conference Loss Control / Training -577.00
Liability Check 3/6/2008 4472 Utah Counties Insurance Pool Employee Benefits - March -SPLIT- -13,494.32
Check 3/6/2008 4473 Shaney M. Kelleher Expense Reimbursement Staff Expenses -38.58
Check 3/6/2008 4474 Office Depot Account Number: 35538769 Office Supplies -247.66
Check 3/6/2008 4475 Pitney Bowes Postage by Phone Account Number: 8000-9090-0189-5759 Postage -230.00
Check 3/6/2008 4476 AGRIP Invoice Number: 085-01417 -SPLIT- -6,075.00
Check 3/6/2008 4477 Hyatt Regency Phoenix AGRIP Room Block -SPLIT- -8,778.23
Check 3/14/2008 4478 AGRIP Advisory Standards Recognition Board Expense -600.00
Check 3/14/2008 4479 Arthur J. Gallagher & Co. Invoice Number: 80536 -SPLIT- -100.00
Check 3/14/2008 4480 UCAA UCAA Golf Tournament 6/27/08 -SPLIT- -180.00
Check 3/14/2008 4481 Paositive Incentives Invoice Number: 86112 Loss Control / Training -548.36
Check 3/14/2008 4482 Ellen Springer 3/15/08 Event Insurance Overpay TULIP -25.00
Check 3/14/2008 4483 Carmen DelaCruz 3/22/08 Event Insurance Overpay TULIP -25.00
Check 3/14/2008 4484 Media One of Utah Invoice Number: 100232632-02092008 Professional Fees -45.00
Check 3/14/2008 4485 Media One of Utah Invoice Number: 100241618-02242008 Professional Fees -516.59
Check 3/14/2008 4486 Qwest Account Number: 801-565-8500 170B Telephone -513.26
Check 3/14/2008 4487 Verizon Wireless Invoice Number: 0635488455 -SPLIT- -157.47
Check 3/14/2008 4488 Pitney Bowes Postage by Phone Account Number: 8000-3090-0189-5759 Postage -230.00
Check 3/14/2008 4489 Ken Bischoff Expense Reimbursement -SPLIT- -156.00
Check 3/14/2008 4490 Bruce Adams Expense Reimbursement Board Expense -375.00
Check 3/14/2008 4491 Kay Blackwell Expense Reimbursement -SPLIT- -594.01
Check 3/14/2008 4492 Brad Dee Expense Reimbursement Board Expense -375.00
Check 3/14/2008 4493 Karla Johnson Expense Reimbursement Board Expense -375.00
Check 3/14/2008 4494 Wayne Smith Expense Reimbursement Board Expense -300.00
Check 3/14/2008 4495 Steven Wall Expense Reimbursement Board Expense -300.00
Check 3/14/2008 4496 Anne M. Ayrton Expense Reimbursement Staff Expenses -300.00
Check 3/14/2008 4497 Mark W. Brady Expense Reimbursement Loss Control / Training -375.00
Check 3/14/2008 4498 Johnnie R. Miller Expense Reimbursement Staff Expenses -300.00
Check 3/14/2008 4499 Sonya J. White Expense Reimbursement Staff Expenses -300.00
Check 3/31/2008 4500 PEHP-LTD Coverage Period: March 2008 Staff Medical LTD -269.99
Check 4/9/2008 4501 Arthur J. Gallagher & Co. Invoice Number: 80844 -SPLIT- -39.00
Check 4/9/2008 4502 Arthur J. Gallagher & Co. Invoice Number: 80916 TULIP -3,860.00
Check 4/9/2008 4503 XMission Invoice Number: 1003557 Information Technology -144.00
Check 4/9/2008 4504 Larson & Company Invoice Number: 30493 -SPLIT- -15,5632.76
Check 4/9/2008 4505 Les Olson Company Invoice Number: 0940291-IN Copying Costs -195.94
Check 4/9/2008 4506 By The Numbers Actuarial Consulting, Inc.  Invoice Number: 2008-58 Actuarial Analysis -2,125.00
Check 4/9/2008 4507 Johnnie R. Miller Mileage Reimbursement Staff Expenses -656.50
Liability Check 4/9/2008 4508 Utah Counties Insurance Pool Employee Benefits - April -SPLIT- -12,133.66
Check 4/9/2008 4509 Utah Safety Council Invoice Number: 06196 Loss Control / Training -50.00
Check 4/9/2008 4510 Utah Association of Counties Sponsorship/Exhibiting Exhibiting & Sponsorship -255.00
Check 4/9/2008 4511 Positive Incentives Invoice Number: 86128 Incentives -617.09
Check 4/9/2008 4512 Tri-Tel Communications, Inc. Invoice Number: 141563 Telephone -118.00
Check 4/9/2008 4513 Korby M. Siggard Expense Reimbursement -SPLIT- -61.07
Check 4/9/2008 4514 Professional Binding Products, Inc. Invoice Number: PS10100851 Office Supplies -64.30
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Utah Counties Insurance Pool

Payments
February 15 - April 23, 2008
Type Date Num Name Memo Split Amount
Check 4/18/2008 4568 Lisa O. Brown Expense Reimbursement Staff Expenses -64.64
Check 4/18/2008 4569 Positive Incentives Invoice Number: 86149 Exhibiting & Sponsorship -533.11
Check 4/18/2008 4570 Utah STate Board of CLE CLE Credit April 10, 2008 Conference Loss Control / Training -97.50
Check 4/18/2008 4571 Pitney Bowes, Inc. Invoice Number: 773121 Postage -116.82
Check 4/18/2008 4572 Marvellous Catering, LLC 4/09/08 and 4/10/08 -SPLIT- -796.00
Check 4/18/2008 4573 FCP Holdings, LLC Commerical Lease: 6900 South 900 East, Suite 230 Building Lease -5,653.38
Total WF-Expense -463,982.72
WF-Work Comp Expense
Check 3/11/2008 186 IWCF ULC WC Conference April 8, 2008 -SPLIT- -450.00
Check 4/9/2008 187 Mountain View Software Invoice Number: 13523 Information Technology -228.00
Check 4/9/2008 188 By The Numbers Actuarial Consulting, Invoice Number: 2008-57 Actuarial Analysis WC -2,125.00
Check 4/9/2008 189 New England Business Service, Inc. Invoice Number: 9927507949-1 Office Supplies -311.65
Check 4/15/2008 190 Cache County 2007 WC Best Practices Credit (83%) Best Practices WC -6,244.00
Check 4/15/2008 191 Carbon County 2007 WC Best Practices Credit (100%) Best Practices WC -7,718.00
Check 4/15/2008 192 Grand County 2007 WC Best Practices Credit (43%) Best Practices WC -1,110.00
Check 4/15/2008 193 Iron County 2007 WC Best Practices Credit (55%) Best Practices WC -3,148.00
Check 4/15/2008 194 San Juan County 2007 WC Best Practices Credit (100%) Best Practices WC -4,046.00
Check 4/15/2008 195 Sevier County 2007 WC Best Practices Credit (33%) Best Practices WC -687.00
Check 4/15/2008 196 Tooele County 2007 WC Best Practices Credit (64%) Best Practices WC -4,671.00
Check 4/15/2008 197 Uintah County 2007 WC Best Practices Credit (27%) Best Practices WC -2,076.00
Check 4/15/2008 198 Utah County 2007 WC Best Practices Credit (100%) Best Practices WC -13,815.00
Check 4/15/2008 199 Wasatch County 2007 WC Best Practices Credit (86%) Best Practices WC -5,318.00
Check 4/15/2008 200 Washington County 2007 WC Best Practices Credit (100%) Best Practices WC -6,267.00
Check 4/15/2008 201 Weber County 2007 WC Best Practices Credit (100%) Best Practices WC -21,690.00
Total WF-Work Comp Expense -79,904.65
TOTAL

-543,887.37
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Utah Counties Insurance Pool

Supporting Your Goals Since 1992

FINANCIAL STATEMENTS

Month Ending March 31, 2008

To the Board of Trustees:

I have compiled the accompanying, in-house prepared, unaudited account balances
arising from cash transactions and from accrual transaction of the Utah Counties
Insurance Pool as of 3/31/08 and accompanying notes to basic financial statements.

Sonya White

Manager of Administration
801-565-8500
sonyaliducip.utah.gov

Reviewed this _ 1l day of pemac . 2008

B C(x Sf‘———\ s "&r\/
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PO Box 760, Midvale, UT 84047-0760



ACCRUAL / CASH BASIS

UTAH COUNTIES INSURANCE POOL
Balance Sheet
March 31, 2008 and 2007

Accrual Cash Cash
2008 2008 2007
ASSETS
Current Assets
Cash & Cash Equivalents
PTIF 1385 8,056,210.80 8,056,210.90 2,819,856.62
PTIF 4651 1,595,636.88 1,595,636.88 1,517,291.03
Expense 50,935.38 50,835.38 32,500.81
Claims 4,370.36 4,370.36 23,176.45
HRA 8,263.23 8,263.23 10,716.37
UBS Securities 18,503.82 18,503.82 25,996.78
WF Securities 1,744,624.96 1,744,624.96 384,399.51
EB Expense 260,559.76 260,559.76 7,021.59
WC Expense 28,655.31 28,655.31 22,433.18
WC Claims 340141 340141 823.42
Total Cash 11,771,162.01 11,771,162.01 4,944 215.76
Receivables
Accounts Receivable 22,269.15 22,269.15 120,912.16
Accrued Investment Income _ 33,082.35 0.00 0.00
Total Receivables . 55331.50 22,269.15 120,912.16
Prepaid
Prepaid Expenses ~ 334,974.25 0.00 0.00
Total Prepaids ) 334,974.25 o ~0.00 0.00
Investments
Restricted CRL Capital 631,327.00 631,327.00 555,181.00
Unrestricted 203548827  2,036488.27 ~ 7,830,381.54
Total Investments 2,667,815. 2,667,815.27 8,385,562.54
Fixed Assets
Capital 213,252.87 213,252.87 237,617.00
Depreciation 2418488 12,138.00 -13,590.00
Total Fixed 237,447.55  225390.87 224,027.00

LIABILITIES

Total Assets

Current Liabilities

15,066,730.58

14,686,637.30

13,674,717.46

IBNR Reserves 4,085,979.00 4,396,622.00 3,332,818.00
Loss Reserves 3,825,469.00 3,689,678.00 3,825,469.00
ULAE Reserves 310,643.00 0.00 0.00
Unearned Premiums 1,438,157.44 0.00 0.00
Accounts Payable 818,703.97 0.00 0.00
Payroll Liabilities 0.00 0.00 0.00
Sick Leave Payable 12,679.95 12,679.95 52,866.32
Vacation Payable . 1080131 10,801.31 1499511

Total Current ~10,502,433.67 8,109,781.26 7,226,148.43

Equity

Invested in Capital Assets 237,447.55 0.00 0.00
Restricted Building 28,170.00 28,170.00 249,411.08
Restricted Automobile 0.00 0.00 31,697.80
Unrestricted | 4,208679.36  6,548,686.04 5,167,460.15

Total Long Term 4.564,296.91 6,576,856.04 6,448,569.03

Total Liabilities

15,066,730.58

14,686,637.30

13,674,717.46




ACCRUAL / CASH BASIS

Revenue
Premiums Written
Best Practices Program Credit
Investment income
Bonds
Total Revenue

Losses and Loss Expenses
Prior Year Losses
Current Year Losses
Reinsurance

Total Loss Expenses

Administration Expenses
Accounting
Actuarial Analysis
Building
Total Administration Expenses

Transfer to Administration Budget

Total Expenses and Transfers

Note:
This year is 25.00% complete

UTAH COUNTIES INSURANCE POOL
Multiline Budget to Actual Comparison
For the Month Ending March 31, 2008

Budget Y-T-D Actual $ Over Budget % of Budget Accrual Variance
5,137,727.00 5,151,002.00 13,275.00 100.26% 1,287,750.50 0.26%
-180,000.00 0.00 180,000.00 0.00% 0.00 -100.00%
510,000.00 227,638.00 -282,362.00 44.64% 56,808.50 -55.37%
1,675,000.00 0.00 -1,675,000.00 0.00% 0.00 -100.00%
7,142,727.00 5,378,640.00 -1,764,087.00 75.30% 1,344,660.00 -100.00%
2,112,477.00 712,181.73 -1,400,295.27 33.71% 178,045.43 -66.29%
900,000.00 192,828.41 -707,171.59 21.43% 48,207.10 -66.29%
B 1,238,245.00 895,137.00 -343,108.00 7229% 223,784.25 -78.57%
_ 4,250,722.00 1,800,147.14 -2,450,574.86  42.35% 450,036.79 -27.71%
10,000.00 387.97 -9,612.03 3.88% 96.99 -100.00%
8,500.00 2,125.00 -6,375.00 25.00% 531.25 -75.00%
~ 167500000 3,271.14 -1,671,728.86 70‘20% 817.79 -99.80%
1,693,500.00 2,512,907 -1,690,987.03 0.15% 1,446.03 -99.85%
1,198,505.00 299,626.25 -898,878.75 25.00%  893,177.19 -75.00%
7,142,727.00 1,802,660.11 -5,340,066.89 25.24% 1,344,660.00 -74.76%




ACCRUAL / CASH BASIS

Revenue
Premiums Written
Best Practices Program Credit
Investment Income
Total Revenue

Losses and L.oss Expenses
Prior Years Losses
Current Year Losses
Reinsurance

Total Loss Expenses

Administration Expenses
Accounting
Actuarial Analysis
Consultant
Self-Insurer's Tax
Total Administration

Transfer to Administration Budget

Total Expenses and Transfers

Note:
This year is 25.00% complete

UTAH COUNTIES INSURANCE POOL
Workers' Compensation Budget to Actual Comparison
For the Month Ending March 31, 2008

Budget Y-T-D Actual § Over Budget % of Budget Accrual Variance
2,519,171.00 2,519,171.00 0.00 100.00% 629,792.75 0.00%
-51,000.00 0.00 51,000.00 0.00% 0.00 -100.00%
55,000.00 13,750.00 -41,250.00 25.00% 3,437.50 -75.00%
2,523,171.00 2,532,921.00 9,750.00 100.38% 633,230.25 0.39%
1,390,040.00 321,010.01 -1,069,029.99 23.09% 80,262.50 -76.91%
300,000.00 36,447.05 -263,552.85 12.15% 9,111.76 -87.85%
~445,000.00 437,004.00 -7,906.00 98.22% 109,273.50 -1.78%
~2,135,040.00 794,551.06 -1,340,488.94 37.22% 198,637.77 -62.79%
7,500.00 310.37 -7,189.63 4.14% 77.59 -95.86%
8,500.00 2,125.00 -6,375.00 25.00% 531.25 -75.00%
21,000.00 3,450.00 -17,550.00 16.43% 862.50 -83.57%
70,000.00 77,798.00 7,798.00 111.14% 20,644.50 11.14%
107,000.00 | 83,683.37  -23,316.53 78.21% 2211584 | -21.79%
281,131.00 7028275  2500%  17,570.69 _ -75.00%
2,523,171.00 948,517.18 -1,574,653.82 37.59% -166.01% -62.41%
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ACCRUAL / CASH BASIS

Revenue
Premiums Written
Program Management Fees
Investment Income
Total Revenue

Expenses
Accounting
Audit
Premiums Paid to OptiCare
Premiums Paid to PEHP
Total Expenses

Transfer to Administration Budget

Total Expenses and Transfers

Note:
This year is 25.00% complete

UTAH COUNTIES INSURANCE POOL

Employee Benefits Budget to Actual Comparison

For the Month Ending March 31, 2008

Budget Y-T-D Actual $ Over Budget % of Budget Accrual Variance
6,815,945.00 2,579,193.51 -4,236,751.49 37.84% 644,798.38 -62.16%
50,000.00 6,349.74 -43,650.26 12.70% 1,5687.44 -87.30%
35,000.00 8,750.00 -26,250.00 25.00% 2,187.50 -75.00%
6,900,945.00 2,594,203.25 -4,306,651.75 37.59% 648,573.31 -62.41%
2,000.00 0.00 -2,000.00 0.00% 0.00 -100.00%
2,000.00 77.59 -1,922.41 3.88% 19.40 -96.12%
50,500.00 13,071.14 -37,428.86 25.88% 3,267.79 -74.12%
6,752,000.00 o 803,545.37 B .'E.'.%‘£§3454'G3 11.90% 200,886.34 -88.10%
6,808,500.00 816,694.10 -5,989,805.90 12.00%  204,173.53 _ -88.00%
 94,445.00 23,611.25 -70,833.75 25.00% 5,902.81 ~ -75.00%
6,900,945.00 840,305.35 -6,060,639.65 12.18% 210,076.34 -87.82%
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ACCRUAL / CASH BASIS

UTAH COUNTIES INSURANCE POOL

O f

For the Month Ending March 31, 2008

Budget Y-T-D Actual $ Over Budget % of Budget Accrual Variance
Transfers

Employee Benefits 94,445.00 23,611.25 -70,833.75 25.00% 5,902.81 -75.00%
Multiline 1,198,505.00 298,626.25 -898,878.75 25.00% 74,906.56 -75.00%
Workers' Compensation 281,131.00 70,282.75 -210,848.25 25.00% 17,570.69 -75.00%

Total Transfers 1,574,081.00 303,520.25 -1,180,560.75 25.00% 98,380.06 -75.00%

Administration Expenses

Automobile Expense 40,000.00 2,228.45 -37,771.55 5.57% 557.11 -94.43%
Bank Charges 300.00 0.00 -300.00 0.00% 0.00 0.00%
Board Expense 75,000.00 18,093.33 -56,906.67 24.12% 4,523.33 -75.88%
Building Debt Service 62,000.00 0.00 -62,000.00 0.00% 0.00 -100.00%
Building Lease 70,000.00 11,306.76 -58,693.24 16.15% 2,826.69 -83.85%
Copying Costs 6,500.00 1,518.77 -4,981.23 23.37% 379.69 -76.63%
Depreciation 75,000.00 12,138.00 -62,862.00 16.18% 3,034.50 -83.82%
Dues / Subscriptions 6,500.00 1,652.70 -4,847.30 25.43% 413.18 -74.57%
Exhibiting & Spansarship 10,000.00 3,159.76 -6,840.24 31.60% 788.94 -68.40%
Fees & Licensing 1,000.00 3.00 -697.00 0.30% 0.75 -89.70%
Incentives 5,000.00 231.82 -4,768.18 4.64% 57.96 -95.36%
Information Technology 40,000.00 13,965.35 -26,034.65 34.91% 3,491.34 -65.08%
Land Use Hotline 10,000.00 0.00 -10,000.00 0.00% 0.00 -100.00%
Lobbying & Legislative Tracking 10,000.00 0.00 -10,000.00 0.00% 0.00 -100.00%
Loss Control / Training 70,000.00 7,069.50 -62,930.50 10.10% 1,767.38 -89.90%
Office Equipment 7,000.00 570.11 -6,429.89 8.14% 142.53 -91.86%
Office Insurance 8,000.00 7,666.00 -334.00 95.83% 1,916.50 -4.18%
Office Supplies 7,500.00 1,366.00 -6,134.00 18.21% 341.50 -81.79%
Policy Placement 25,000.00 25,000.00 0.00 100.00% 5,250.00 0.00%
Postage 5,000.00 1,246.64 -3,753.36 24.93% 311.66 -75.07%
Printing 5,000.00 533.83 -4,466.17 10.68% 133.46 -89.32%
Professional Fees 65,000.00 2,715.91 -62,284.09 4.18% 6578.98 -95.82%
Staff Expenses 45,000.00 12,904.49 -32,095.51 28.68% 3,226.12 -71.32%
Staff Medical Dental Vision 145,000.00 34,997.81 -110,002.19 24.14% 8,749.45 -75.86%
Staff Medical HRA 7,400.00 3,083.64 -4,316.36 41.67% 770.91 -58.33%
Staff Medical LTD 3,600.00 877.09 -2,722.91 24.36% 219.27 -75.64%
Staff Payroll Expenses 44,102.00 14,944.72 -29,157.28 33.89% 3,736.18 -66.11%
Staff Retirement 141,184.00 35,756.37 -105,427.63 25.33% 8,939.09 -74.67%
Staff Salaries 576,495.00 146,529.64 -429,965.36 25.42% 36,632.41 -74.58%
Telephone 7,500.00 2,089.01 -5,410.99 27.85% 522.25 -72.15%

Total Administration 1,574,081.00 361,648.70 -1,212,432.30 22.98% 90412.18 -77.02%

Note:
This year is 25.00% complete 5



UTAH COUNTIES INSURANCE POOL

Notes to Basic Financial Statements

Reserves for Losses and Loss Adjustment Expenses

The reserves for losses and loss adjustment expenses include an amount determined from
individual case estimates and loss reports and an amount based on past experience for losses
incurred but not reported. Such liabilities are necessarily based on assumptions and estimates
and while management believes that amounts are adequate, the ultimate liability may be in
excess of or less than the amount provided. The methods for making such estimates and for
establishing the resulting liabilities are continually reviewed and any adjustments are reflected in
the period determined.

Investments

Investments are comprised of various U.S. Government securities. Investments in U.S.
Government securities for March 31, 2008 and 2007 consisted of held-to-maturity securities.

Held-to-maturity securities are reported at cost, adjusted for amortization of premiums and
accretion of discounts that are recognized in interest income using the effective interest method
over the period to maturity.

The investment in County Reinsurance, Limited (CRL) is valued using the equity method of
accounting. Under the equity method, the Pool recognizes its share in the net earnings or losses
of the company as they occur rather than as dividends are received.

Restricted Investments

The Utah Labor Commission, Division of Industrial Accidents, has required the Pool to post and
maintain a restricted account in the amount of $1,500,000 with the Public Treasurers’ Investment
Fund (PTIF). This account would be used by the Division in the event of a default by the Pool on
its Workers' Compensation program obligations. Investment earnings on the account accrues to
the Pool.

The investment that is restricted for CRL is equity in CRL that the Pool may not access until it has
been a member of CRL for at least five years. The Pool's membership in CRL began January 1,
2004. The equity is capital that CRL is required to maintain under Vermont law.

Capital Assets

Capital assets are defined by the Pool as assets with an initial individual cost of more than $500.
Capital assets are stated at cost less accumulated depreciation. Depreciation on furniture,
equipment and electronic data processing equipment is provided over the estimated useful lives
of the assets on the straight-line method. Useful lives vary from three to five years.

Maintenance and repairs, which do not materially extend the useful lives and minor replacements,
are expensed as incurred.

Compensated Absences

Accumulated unpaid vacation and sick pay amounts are accrued when benefits vest to
employees and the unpaid liability is reflected as compensated absences payable. The amounts
accrued as of March 31, 2008 and 2007 was $23,481.26 and $52,866.32, respectively.



Investments in Utah Public Treasurers’ Investment Fund (PTIF)

The Public Treasurers’ Investment Fund (PTIF) is a pooled investment fund enabling public
agencies to benefit from the higher yields offered on large denomination securities. The PTIF is
similar in nature to a money market fund, but is subject to the Money Management Act and Rules
of the Money Management Council. The PTIF invests in corporate debt, U.S. Agency notes,
certificates of deposit and commercial paper. The maximum final maturity of any security
invested in by the PTIF is limited to five years. The maximum weighted average life of the
portfolio is limited to 90 days. There is no maturity date on an insurer's investment in the PTIF.
PTIF deposits are not insured or otherwise guaranteed by the State of Utah. Participants in the
PTIF pay an administrative charge on an annual basis based on the average account balance.
The PTIF is operated as a service to local governments and does not generate a profit to the
Utah State Treasurer. The investment in PTIF totaled $8,056,210.90 and $2,919,856.62 as of
March 31, 2008 and 2007, respectively.

The Pool maintains a restricted account at PTIF in the amount of $1,500,000 in favor of the Utah
Labor Commission, Division of Industrial Accidents, which requires the account as a condition of
self-funding the Pool's Workers’ Compensation Program. The account would be used by the
Division in the event of a default by the Pool on its Workers’ Compensation obligations.

Reinsurance

The Pool has purchased specific and aggregate reinsurance coverage. The agreements provide
for liability insurance in excess of a $250,000 self-insured retention and property and crime
insurance in excess of a $250,000 self-insured retention up to an aggregate loss limit. The Pool
has purchased reinsurance to protect against losses above these limits.

Effective 2003, the Pool has purchased only specific reinsurance coverage. The agreement
provides for liability insurance in excess of a $250,000 self-insured retention and property and
crime insurance in excess of a $250,000 self-insured retention.

Estimated claims loss liabilities are stated net of estimated losses applicable to reinsurance
ceded to other insurance companies. However, the Pool is contingently liable for those amounts
in the event such companies are unable to pay their portion of the claims.

Unsecured Reinsurance Recoverables

The Company does not have an unsecured aggregate recoverable for losses, paid and unpaid
including IBNR, loss adjustment expenses and unearned premium with any individual reinsurers,
authorized or unauthorized, that exceeds 3% of the Pool’'s policyholder surplus.

Reinsurance Recoverable in Dispute

The Company does not have any disputed balances or uncollectible funds.

Statutory Limits — Workers’ Compensation

Effective 2004, the Pool reinsures Workers' Compensation to statutory limits above its $400,000
self-insured retention. County Reinsurance, Limited (CRL) provides a layer of coverage
$2,100,000 excess of $400,000 self-insured retention. Safety National provides excess
insurance to statutory limits above the $2,500,000 provided by CRL.

Contingencies

The Pool is subject to litigation from the settlement of claims contested in the normal course of
business. The losses from the actual settlement of such unknown claims are taken into
consideration in the computation of the estimated unpaid loss and loss adjustment expense
liabilities.



Investments

The carrying amounts of investments and their fair values at March 31, 2008 and 2007 were as

follows:

Government Bonds
Restricted Equity Investment

Total Investments

Government Bonds
Restricted Equity Investment

Total Investiments

2008
Cost/ Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
$ 2,036,488 $ 37,865 $ - % 2,074,354
$ 504,323 3 127,004 3 = 3 631,327
$ 2,540,811 3 164,869 $ - 3 2,705,681
2007
Cost/ Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
$ 5,901,033 $ 21,023 $ (72,300) % 5,849,757
$ 555,181 $ - $ - $ 555,181
$ 6,456,214 3% 21,023 % (72,300) § 6,404,938







UTAH COUNTIES INSURANCE POOL

Chief Executive Officer’s Report
April 18, 2008

Status of Strategic Plan Items

Legislative- Pursue replacement of Governor of official Protection and Advocacy
System for advocacy of mental health patients. - Need direction from the Board on what
the intent of this item is, and how UCIP should be approaching the Governor’s office on
this item (should I be coordinating with UAC?).

Building- Have plans prepared for new building by Julyl, 2008. - As discussed at the
last meeting of the Board, the States construction project for 700 East has presented
several questions and unknowns regarding the costs and design of the building. This
coupled with the disappointing response to our RFP for Architectural Services leads me
to make the recommendation that we close the current RFP process and wait until the
State has finished the design phase of the road project before we consider publishing a
new RFP. In the meantime, our current lease will expire on February 1, 2009, so we will
need to consider options for space through such time as we would occupy our new
building.

Option #1 - If we intend to move forward with the building project as soon as possible, I
would recommend negotiating best terms to extend our current lease in the space we
currently occupy until late 2010.

Option #2) — If we decide to postpone the building project indefinitely (to wait for the
market and economy to stabilize) we may be able to negotiate a lease of a larger suite in
the building we currently occupy at a SF rate below what we currently pay. The longer
the term of the lease, the better the lease rate.

Option #3 — If we decide to postpone the building project indefinitely, the market is such
that other space may be available in the Sandy/Draper area that is more suitable and cost
effective than the building we are currently in. (I have enclosed information on the
Western Ag Credit building as an example of what the market has to offer currently.

Internet Training — Develop internet fraining pilot. Report to Board by June 30, 2008.-
We have identified vendors that can provide internet training services on a pilot and long
term basis. Once Safety Specialist position has been filled, we will release RFP for a
pilot program.

Benefit Program - Explore high-deductible health plan with wellness component. —
We have not seen the high deductible plan as a priority of the current members of the
Benefits program. The larger concern has been creating a separate UCIP member pool
within PEHP to develop surplus which should eventually lead to lower and more stable
rates. Our contract with PEHP called for this pool to be in place 1-1 2006, but PEHP did
not follow through with this, stating that the choice not to do so was a mutual agreement
(there were no amendments made to the contract to delay implementation of the UCIP
pool). Had the UCIP pool been implemented in 2006 on schedule, we would now have






over $1.5mm of surplus in the pool. Approximately $1mm of surplus was developed in
2007 alone. All indications are we continue to develop surplus at the rate of $1mm /year.
PEHP’s rules say the surplus developed by UCIP members must be retained by the LGRP
pool, and cannot be transferred into the UCIP pool. Because the ULGIT dropped their
plan with PEHP, there is no longer a benchmark to gauge rates on for our members. The
administration fee PEHP pays UCIP for services provided that PEHP would otherwise
provide as part of their rate, has apparently been added into the 2007 and 2008 rates for
our members, leaving them in a position where they pay a higher rate to purchase PEHP
benefits through UCIP than if they purchase them as individual members.
Recommendation — Based on discussion and recommendation of the steering committee
of the benefits members, I would like to negotiate a new contract with PEHP based on the
following points:

1. A separate UCIP pool would be implemented no later than 1-1-20009.

2. Surplus developed between now and the end of 2008 would be transferred
into the UCIP Pool.

3. Any requirement for capital reserves would be waived by PEHP, with UCIP
agreeing to pay premiums in advance rather than in arrears.

4. Any service fees paid to UCIP for providing services customarily provided by
PEHP would not be included in rates, and any amounts included in the 2007
and 2008 rates be refunded.

5. PEHP would guarantee that rates for the UCIP pool would be a specified
percentage less than rates offered by PEHP to individual counties that would
be included in the LGRP.

6. Reserve deficiencies up to $1.5mm in the new UCIP pool for the initial 24
months would be covered by the surplus lost to the LGRP, to be paid back to
the LGRP without interest.

The benefits members are concerned that these issues be dealt with prior to the next
renewal on 1-1-2009, and have asked that management have terms negotiated with PEHP
by May 15, 2008.

Volunteer Policy- Develop Policies and Procedures for volunteers by June 30, 2008. —
We have identified several sample policies from other pools, and will be rewriting a

model policy once the Safety Specialist has been hired.

Governance- Evaluate four-year terms for Trustees - This item, along with several other
governance issues will be addressed at the Board retreat meeting.

Other Current Priority Issues

Investments — With the volatile investment market, we have been watching the
performance of our different investment options very closely. During this process it
came to our attention that during 2007 Rob Rich of Wachovia investments became an
independent agent (Rich Wealth Management) of Wachovia. In addition, because Mr.
Rich did not make any new investments for us in 2007, he was taken off the list of
approved brokers with the Utah Investors Commission. The Audit Committee directed
management at their meeting of March 6, 2008 to notify Mr. Rich that we would not be






able to utilize his services until he came into compliance with the requirements of our
Investment Policy.

Financial Audit and Statements — I presented the Board with draft summary financial
statements at their last meeting, and the Board asked that we continue to provide
financials based on the model, and to also remove the administration column in the
financials by charging all expenses to the Multi-line, WC or Benefits programs. We
continue to work out these changes with the auditors, and will provide sample financial
statements to the Board at their retreat meeting.

Training — Since the last Board Meeting staff coordinated three separate training
workshops (Facilities Maintenance, Planning and Zoning and Insurance Coordinators).
Attendance and reviews of all three of these workshops was very positive. Staff has
planned the next workshop, Personnel Managers training, for May 15 & 16 in
Washington County.

Appraisal — We completed negotiations and execution of a contract with RCI Appraisal
Services per our RFP process. We have met with RCI representatives, and will be
coordinating their scheduling of field appraisals to approximately 1/3™ of our members
this summer. Results of the appraisals will be provided to the Board as part of the 2009
renewal process.

Board/Staff Education — Several Board members and staff attended the AGRiP Spring
Conference in Phoenix, AZ. I thought the conference was very good, providing some
valuable information on items we are currently working on including targeting surplus
needs, actuarial analysis, governing documents, coverage documents and health industry
needs. In addition to the conference sessions I took advantage of the conference to meet
with the CRL members and management and John Chino of Gallagher. UCIP received
recognition at the conference for compliance with the AGRiP Advisory Standards.

Future Board Education opportunities include the AGRiP Fall Conference — New Orleans
(Sunday October 26 to Wednesday, October 29)

JRM/jrm






